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ABSTRACT 


The  history  of  organized  agricultural  marketing 
in  Canada  is  closely  aligned  with  the  history  of  farm 
organizations  in  general.  Early  Canadian  farm  organiza¬ 
tions  emphasized  a  farm  management  orientation,  which 
started  shifting  to  market  orientated  considerations  as 
farmers  felt  that  their  bargaining  position,  vis-a-vis 
the  more  concentrated  agribusiness  sector,  was  deteriorat¬ 
ing.  Initially  Canadian  farmers  attempted  to  correct 
the  situation  through  voluntary  marketing  cooperatives 
which  attempted  to  secure  better  prices  for  their  pro¬ 
ducts  and  to  obtain  an  increase  in  marketing  efficiency. 
However,  they  found,  that  there  were  limits  to  what  could 
be  accomplished  by  the  organization  and  operation  of  mar¬ 
keting  cooperatives  based  on  voluntary  membership. 

It  became  more  apparent  that  the  very  fact 
that  membership  in  cooperatives  was  voluntary  made  it 
impossible  to  spread  the  burdens  and  benefits  evenly 
among  all  producers  of  a  commodity.  Furthermore,  it 
became  evident  that  voluntary  cooperatives  could  not 
exercise  the  degree  of  control  necessary  if  certain  kinds 
of  marketing  activities  and  objectives  were  to  be  under- 
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taken  and  achieved.  Experience  led  Canadian  farmers  to 
conclude  that  what  they  needed  was  legislation  that  would 
permit  a  more  ’’complete  control"  program  over  the  supply 
of  an  individual  farm  commodity. 

Based  on  the  above  background,  the  first  pro¬ 
ducers’  marketing  board  which  intended  to  employ  "sup¬ 
ply  control"  as  a  form  of  supply  management  was  estab¬ 
lished  in  British  Columbia  in  1927.  Since  then,  there 
have  been  substantial  increases  in  the  number  of  market¬ 
ing  boards  established  on  commodity  bases  in  each  pro¬ 
vince.  The  largest  increase  in  their  number  and  in  the 
value  of  products  sold  under  their  jurisdictions  occurred 
during  1955-1970. 

Economic  theory  and  the  subsequent  hisotri- 
cal  evolution  of  marketing  boards  in  Canada  suggest  that 
when  quota  policies  are  used  for  various  farm  products 
and  if  Canadian  farmers  sold  (or  produced)  a  smaller 
total  quantity  of  a  farm  commodity,  they  should  each  re¬ 
ceive  a  higher  total  price  and  a  higher  net  return. 
According  to  this  theoretical  connotation,  various 
Canadian  marketing  boards  employed  three  different  cate¬ 
gories  of  quotas  - -product  ion  quotas,  delivery  quotas  and 
marketing  quotas.  Marketing  quotas  were  used  for  the 
largest  number  of  farm  products,  and  broiler  chicken 
represented  a  case  of  the  boards  employeing  the  marketing 
quotas  as  a  tool  of  "supply  management". 
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The  three  most  important  provinces  producing 
broiler  chicken  under  marketing  quota  arrangements  were 
British  Columbia,  Alberta  and  Ontario.  Therefore  the  pro¬ 
vincial  broiler  chicken  producers’  marketing  boards  oper¬ 
ating  in  these  provinces  were  used  as  case  studies  to 
evaluate  the  implications  of  quota  policies  used  by  the 
broiler  marketing  boards  in  Canada.  The  principal  con¬ 
clusions  of  the  study  indicate  that  the  quota  policies 
of  provincial  broiler  marketing  boards  (i)  succeeded  in 
reducing  price  variations  in  the  broiler  sector  and  price 
stability  increased  at  the  producers’  level  after  the 
implementation  of  quota  policies,  (ii)  achieved  stability 
at  higher  producer  prices.  In  a  cumulative  effect,  it 
was  conducive  to  higher  stability  and  improvement  in 
broiler  growers’  income;  (iii)  it  achieved  stability  and 
improvement  in  prices  and  incomes  through  the  practice 
of  equitable  price  treatment  that  ensured  identical  mini¬ 
mum  prices  to  producers  of  the  same  quality  of  broilers; 
(iv)  furthermore,  it  has  restricted  the  industry’s  growth, 
maintained  some  excess  capacity  and  contributed  to  a 
high  level  of  concentration.  However,  it  has  reduced  the 
take-over  of  farm  production  aspects  of  the  industry  by 
non-farm  firms. 

Despite  the  achievement  of  their  objectives, 
the  effectiveness  of  the  quota  policies  was  reduced  be¬ 
cause  of  the  interprovincial  flows  that  sometimes  seri¬ 
ously  disrupted  the  results  of  supply  management.  One 
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of  the  most  important  reasons  for  this  problem  was  the 
lack  of  federal  legislation  to  develop  a  national  supply 
management  problem.  This  problem  can  be  solved  by  cs~ 
tablishing  the  proposed  National  Broiler  Chicken  Market^ 
ing  Agency  in  conformance  with  the  Broiler  Chicken  Mar= 
ket  Agreement  accepted  by  all  provinces. 
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CHAPTER  I 


INTRODUCTION 


The  Problem:  Its  Nature  and  Importance 


Since  World  War  II  the  chief  instrument  of  agri¬ 
cultural  marketing  policy  in  Canada  has  been  the  Agricul¬ 
tural  Marketing  Act  of  Canada  (1949)  and  subsequent  legis¬ 
lation  passed  by  various  provinces.  This  legislative  meas- 
sure  has  been  the  legal  device  for  the  creation  of  market¬ 
ing  boards  currently  operating  in  all  ten  provinces  in 
Canada.1  Marketing  boards  have  been  considered  as  one  of 
several  instruments  available  to  producers  and  government 
in  the  implementation  of  government  farm  income  and  price 
policies.  The  roles  played  by  marketing  boards  have  varied 
from  being  vehicles  for  advising  and  promoting  sales  and 
administrative  directive  to  being  active  partners  in  mold- 


lA  marketing  board  is  defined  as  a  ’’public  body, 
set  up  under  government  legislation,  to  which  are  assigned 
various  legal  powers  of  compulsion  over  producers  and,  in 
some  cases,  also  over  the  handlers  and  manufacturers  of 
primary  or  processed  agricultural  commodities.”  M.  M. 
Veeman,  ’’New  Zealand  Marketing  Boards:  An  Economic  Analy¬ 
sis  and  Evaluation,”  (unpublished  Ph.D.  thesis,  Dept,  of 
Agricultural  Economics,  University  of  California,  Berkely, 
1971),  p.  1. 
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ing  and  executing  national  and  provincial  farm  policy. 

Marketing  boards,  in  general,  have  been  viewed 
as  a  means  of  eliminating  unnecessary  competition  among 
farmers.  The  intent  in  their  establishment  has  been  to 
organize  producer  agencies  that  would  constitute  "counter 
vailing  power"  in  agricultural  commodity  markets  having 
onl y  a  few  buyers . 1 

There  is  a  wide  spectrum  of  secondary  objec¬ 
tives  which  can  be  served  by  marketing  boards.  Some  of 
the  important  ones  are  included  here: 

(i)  Marketing  boards  in  their  regulatory  capa¬ 
city  can  take  steps  to  assure  orderly  marketing  process. 

(ii)  As  a  focal  point  for  the  sector's  coopera¬ 
tion,  the  marketing  boards  can  undertake  research,  exten¬ 
sion  and  other  programs  intended  to  improve  production 
and  marketing  standards. 

(iii)  Marketing  boards,  particularly  export 
boards,  can  ini t iate . promot ion  and  advertising  campaigns 
aimed  at  market  expansion  at  home  and  abroad. 

(iv)  In  an  attempt  to  bring  about  marketing 


1J.  J.  Richter,  "Are  Marketing  Boards  An  Effec¬ 
tive  Countervailing  Power?"  Agricultural  Marketing  Boards  — 
Sixth  Annual  Workshop  Report ,  (Saskatoon:  CAES,  1961).  There 
was,  in  fact,  a  situation  of  imperfect  competition  or, 
more  precisely,  oligopsony  and  monopsony,  facing  agri¬ 
cultural  producers.  Faced  with  the  situation  of  a  few 
very  large  buyers  fixing  prices  of  products  that  did  not 
seem  to  fit  into  the  total  market  picture,  the  argument 
behind  the  creation  of  marketing  boards  was  to  strengthen 
the  bargaining  position  of  the  farmers  by  creating  "coun¬ 
tervailing  power". 
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efficiency,  some  of  the  boards  can  participate  in,  or  even 
take  charge  of,  certain  parts  of  the  marketing  process-- 
transportation,  for  example. 

However,  the  primary  objective  of  marketing 
boards,  that  of  creating  ’’countervail ing  power,”  has  been 
principally  attempted  through  supply  management.  In  Canada 
supply  management  is  accomplished  through  the  use  of  quota 
policies.1  In  the  past  several  kinds  of  economic,  legal 
and  value  conflicts  have  appeared  in  Canadian  agricultural 
policy  developments  which  have  advocated  the  use  of  market¬ 
ing  quotas  for  Canadian  farm  products.  There  is  now  a  fur¬ 
ther  divergence  of  opinion  and  differing  economic  reason¬ 
ing  regarding  the  use  of  quotas.  This  divergence  has 
arisen  due  to  the  complexity  of  marketing  board  quota 
operations  and  also  due  to  a  lack  of  understanding  which 
exists  in  regard  to  the  economic  implications  of  supply 
or  marketing  controls  on  prices,  incomes,  sectoral  growth, 
product  supplies,  trading  positions  and  strategies  for 
growth  of  the  overall  agricultural  sector.  In  addition, 
several  questions  have  been  raised  as  to  whether  market¬ 
ing  boards  implementing  supply  management  through  quota 


JThe  majority  of  quota  policies  envisage  quota 
restrictions  on  volume  of  marketing  per  farm  except  in  the 
case  of  the  Ontario  Tobacco  Industry  where  supply  controls 
embody  restrictions  on  production.  The  quota  policies  used 
by  Canadian  marketing  boards  take  various  forms,  each  with 
its  distinguishing  characteristics.  They  will  be  discussed 
in  Chapter  IV. 


policies  (both  production  and  marketing  quotas)  are  the 
appropriate  type  of  institutions  to  have  such  monopolis¬ 
tic  powers.  These  questions  are  difficult  to  answer  with¬ 
out  empirical  evidence  relating  to  each  of  these  specific 
and  general  aspects. 

Moreover,  the  main  assumptions  implicit  in  the 
overall  concept  of  supply  management  with  respect  to  ’’sta¬ 
bilization”  need  to  be  analyzed  in  accordance  with  what  is 
exactly  implied  and  with  notice  taken  of  how  its  effects 
may  be  reflected  on  other  variables  that  are  not  directly 
involved  in  the  stabilization  process.1  The  study  took 
account  of  these  aspects  and  has  developed  an  empirical 
examination  of  the  effects  of  the  quota  policies  used  by 
the  marketing  boards  on  several  variables. 


JAn  important  basic  assumption  with  respect 
to  ’’supply  management”  is  that  of  market  stabilization 
(reducing  price  and  income  fluctuations) .  However,  there 
are  certain  initial  ambiguities  involved  in  the  over¬ 
all  notion  of  stabilization.  The  basic  question  refers  to 
different  aspects  of  production  and  marketing  that  could  be 
stabilized;  these  may  include  primary  producers'  money 
prices,  real  prices,  money  income  or  real  income.  Similar 
connotation  applies  to  the  consumers. 

Stabilization  of  any  one  of  these  variables  may 
contribute  little  to  the  stabilization  of  others  and  may 
possibly  even  lead  to  the  destabilization  of  another  vari¬ 
able  . 

Beside  reducing  the  fluctuations  in  price  and 
income,  ’’supply  management”  also  implies  an  improvement  in 
the  level  of  prices  which  contributed  to  an  increase  in  the 
level  of  income.  This  aspect  has  been  an  important  consti¬ 
tuent  of  supply  management  programs  as  used  by  marketing 
boards  in  Canada.  M.  M.  Dawe ,  ”An  Economic  Analysis  of 
Marketing  Boards  with  Particular  Reference  to  New  Zealand,” 
(unpublished  Research  Essay,  Department  of  Agricultural 
Economics,  University  of  California,  Berkeley,  1969). 
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Study  Objectives 


Within  the  framework  of  the  problem  stated  above, 
the  main  objectives  of  the  study  were: 

1 .  To  review  the  economic  background  and  history 
of  the  development  of  the  Canadian  marketing  organizations 
for  agricultural  products  and  to  analyze  the  nature  of  the 
legislative  measures  that  led  to  the  growth  of  marketing 
boards  in  Canada. 

2.  To  develop  the  basic  theoretical  framework 
relevant  to  the  operation  of  marketing  boards. 

3.  To  analyze  the  relevant  theoretical  implica¬ 
tions  of  quota  policies  as  used  by  the  marketing  boards. 

4.  To  analyze  the  objectives  of  marketing  boards 
in  general  and  to  study  the  selected  broiler  chicken  pro¬ 
ducers'  marketing  boards  as  case  studies,  in  particular, 
with  a  view  to  evaluating  the  success  of  the  quota  poli¬ 
cies  used  by  these  marketing  boards  in  achieving  their  ob- 

j  ec t ives . 

5.  To  present  a  brief  analysis  of  the  contempo¬ 
rary  developments  in  the  broiler  chicken  marketing  arrange¬ 
ments,  particularly  with  reference  to  the  recent  problems 
faced  in  interprovincial  trade  and  price-cost  relation¬ 
ships  . 

6.  To  provide  suggestions  and  policy  recommenda¬ 
tions,  in  view  of  the  analysis  of  the  effects  of  the  quota 
policies  used  by  the  selected  provincial  broiler  chicken 


producers’  marketing  boards  and  within  the  broader  context 
of  the  proposed  National  Broiler  Chicken  Marketing  Agency. 

Hypotheses 

It  has  been  acknowledged  that  marketing  boards 
were  established  in  Canada  to  achieve  several  objectives. 
These  objectives  were  used  as  a  background  against  Which 
were  formulated  the  following  hypotheses: 

1.  Marketing  boards  in  Canada  have  evolved  from 
circumstances  that  have  been  generated  by  price  and  income 
problems  in  the  Canadian  agricultural  sector. 

2.  Canadian  agricultural  price  and  income  prob¬ 
lems  necessitated  developing  an  agricultural  marketing 
policy  embodying  some  of  the  features  of  supply  management 
in  order  to  achieve  any  enhancement  of  the  countervailing 
power  of  the  primary  producer. 

3.  In  addition  to  supply  management,  vertical 
integration  can  be  considered  as  an  alternate  route  to 
countervailing  power.  Since  this  alternative  was  politi¬ 
cally  unacceptable  to  the  majority  of  agricultural  pro¬ 
ducers,  they  accepted  supply  management  as  the  second  best 
alternative  towards  developing  market  power. 

4.  Quota  policies  have  stabilized  prices  and 
incomes  for  producers. 

5.  Prices  of  farm  products  delivered  to  con¬ 
sumers  have  risen  through  the  ’’cost  of  production”  effect 
of  supply  or  marketing  quotas. 
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6.  A  change  in  the  trade  position  coefficient 
for  each  province  has  occurred  because  of  direct  altering 
of  production  and  supply  volumes. 

7.  A  shift  in  margin  distribution  between  pri¬ 
mary  producers  and  wholesalers  has  occurred. 

8.  Quota  policies  have  increased  market  con¬ 
centration  within  the  production  sector  but  have  reduced 
takeover  of  primary  production  units  by  non-farm  firms. 

9.  Marketing  and  production  quotas,  as  used 
by  various  marketing  boards,  have  restrictive  effects 
on  sectorial  growth. 

Delimitation  and  Justification  of  the  Study 

The  importance  of  this  study  seemed  to  be  accen¬ 
tuated  because  the  amount  of  knowledge  that  existed  in  this 
area  was  limited  and  scattered.  Empirical  knowledge  about 
the  implications  of  collective  decision  making  by  market¬ 
ing  boards  on  price  and  income  improvement,  supplies,  trade 
position,  growth  and  margins,  etc.,  was  lacking. 

Within  the  limitations  of  time  and  other  re¬ 
sources,  the  overall  orientation  of  this  study  relates 
to  the  quota  policies  used  by  marketing  boards  in  Canada, 
but  the  specific  emphasis  here  was  restricted  to  selected 
broiler  chicken  marketing  boards  operating  in  three  pro¬ 
vinces  producing  over  501  of  total  broiler  supplies. 
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Procedure  and  Methodology 

Within  the  limitations  specified  for  this 
study,  the  analytical  procedures  employed  focused  first 
on  marketing  boards  in  general  (extensive  approach)  and  se¬ 
cond  on  the  quota  policies  of  selected  broiler  chicken 
marketing  boards  as  case  studies  (intensive  approach) . 

This  dichotomizat ion  determined  the  nature  of  research 
and  the  scientific  method  used  for  each  category. 

Extensive  Approach 

Deductive  argument,  theory  and  literature  sources 
were  used  to  analyze  the  preliminary  status  of  marketing 
boards  in  general.  Since  marketing  organizational  experi¬ 
ence  in  Canada  has  been  a  temporal,  moving  process,  evi¬ 
dence  was  judged  within  the  historical  context.  The  ana¬ 
lysis  of  past  events  and  developments  provided  possible 
evidence  for  the  present  situation  and  future  developments. 
This  was  considered  necessary  both  for  testing  value  and 
for  instrumental  purposes  in  order  to  give  the  present 
analysis  a  close-knit  sequential  explanatory  force.  In 
addition,  in  conjunction  with  the  historical  analysis,  qua¬ 
litative  description  and  analogical  methods  were  used  to 
explore  the  past  and  present  legal,  socio-economic  and 
other  influences  that  conditioned  the  general  framework 
of  agricultural  marketing  in  Canada.  The  combination  of 
qualitative  description  and  analogical  and  historical 
methods  provided  a  scientific  background  for  conceptual 


. 


k 


reasoning  and  factual  inquiry  into  the  overall  status  of 
present-day  marketing  arrangements  for  Canadian  farm  pro¬ 
ducts  . 

Inte n  sive  Approach 

Within  the  same  methodological  framework  used 
for  the  general  analysis,  the  intensive  approach  resorted 
to  individual  case  study  and  analysis  to  investigate  the 
implications  of  the  quota  policies  of  three  provincial 
broiler  chicken  marketing  boards  on  variables  indicated 
earlier.  Quantitative  analysis  was  used  to  establish  the 
degree  of  association  between  several  variables  (for  exam¬ 
ple,  quota  policies,  production,  marketing  and  price  and 
income  situation) ,  while  comparative  analysis  was  used 
for  studying  the  administrative,  operational  and  policy 
aspects  of  broiler  chicken  marketing  boards.  Specific  and 
general  objectives  for  quota  policies  for  the  selected  com 
modity  groups  were  appraised  from  the  results  obtained  us¬ 
ing  the  economic  analysis.  Econometric  analysis  was  used 
to  study  the  structural  characteristics  of  broiler  demand 
and  supply  in  Canada  and  a  similar  attempt  was  made  for 
eggs  to  determine  the  difference  between  these  two  farm 
products . 

Difficulties  Encountered 

Several  difficulties  were  encountered  in  the 
process  of  this  research.  First,  the  lack  of  time-series 
and  cross-sectional  data  on  prices,  incomes,  use  and  price 


. 
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of  resource  inputs,  variations  in  size  of  quotas  allocated, 
etc.  created  limitations  for  carrying  out  a  more  detailed 
analysis.  Data  on  inter -reg ional  commodity  flows  were  dif¬ 
ficult  to  obtain  and,  therefore,  efforts  were  made  to  cal¬ 
culate  the  flows  within  the  framework  of  the  deficits  and 
surplus  estimated  for  each  province.  Detailed  cost  data 
were  not  available  and,  therefore,  approximations  had  to  be 
made  with  reference  to  ascertaining  the  impact  of  recent 
price  and  costs  changes  that  confronted  the  producers  in 
the  Canadian  broiler  sector. 

Outline  of  the  Thesis 

This  thesis  consists  of  seven  chapters  including 
the  Introduction.  Chapter  II  brings  together  the  available 
information  and  the  results  of  work  already  completed  on 
marketing  boards  under  the  heading  ’’Review  of  Literature”. 
Chapter  III  sets  out  the  background  of  marketing  board  de¬ 
velopment  and  outlines  the  socio-economic  and  political 
circumstances  that  led  to  the  creation  of  marketing  boards 
in  Canada.  It  describes  the  federal  and  provincial  legis¬ 
lation  that  empowered  the  producer -controlled  marketing 
boards  to  develop  supply  management  policies. 

Chapter  IV  is  an  assessment  of  the  importance  and 
dimensions  of  marketing  boards  in  Canada.  Statistical  in¬ 
formation  is  provided  to  support  the  concept  of  the  grow¬ 
ing  importance  of  marketing  boards  in  Canadian  agriculture. 
Chapter  V  contains  an  exposition  of  several  theoretical 
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models  relevant  to  the  implications  of  quota  policies  under 
different  quota  privilege  forms. 

Chapter  VI  deals  with  the  nature  and  implica¬ 
tions  of  the  quota  policies  used  by  the  individual  provin¬ 
cial  broiler  chicken  marketing  boards  selected  as  case 
studies.  The  main  emphasis  of  this  analysis  is  on  the 
impact  of  supply  management  on  variables  such  as  supplies, 
growth  of  the  industry,  trade  positions,  price  stability, 
margins,  incomes,  etc.  The  same  chapter  starts  with  the 
general  background  of  the  broiler  sector  in  Canada  and  pre¬ 
sents  the  econometric  analysis  of  the  demand  and  supply 
structure  of  the  broiler  chicken  market  in  Canada. 

Chapter  VII  provides  conclusions  and  suggestions 
based  on  the  results  obtained  from  both  the  extensive  and 
intensive  analysis. 


CHAPTER  II 


REVIEW  OF  LITERATURE 

In  general,  the  published  material  existing  on 
the  topic  of  marketing  boards  in  Canada  is  sketchy  and 
scarce.  In  a  world  context,  however,  there  are  several 
studies  which  analyze  the  relevant  policies  pursued  by 
marketing  boards  in  foreign  countries.1  Despite  the 
lack  of  published  Canadian  research  material,  the  review 
of  available  material  along  with  some  foreign  literature 
serves  two  main  purposes.  First,  it  enhances  an  under¬ 
standing  of  the  objectives,  problems  and  the  implications 
of  the  operation  of  marketing  boards  within  Canada.  Se¬ 
condly,  it  is  useful  in  developing  the  analytical  frame- 


^or  example: 

M.  M.  Veeman ,  ’’New  Zealand  Marketing  Boards:  An 
Economic  Analysis  and  Evaluation,”  (Ph.O.  Thesis,  Depart¬ 
ment  of  Agricultural  Economics,  University  of  California, 
Berkeley,  1971);  D.  H.  McKay,  "Stabilization  in  Australian 
Agriculture:  A  Review  of  Objectives,”  Australian  Journal 

of  Agricultural  Economics,  Vol.  10,  No.  3  (September,  1965) 
P.  T.  Bauer,  ”A  Review  of  the  Agricultural  Schemes,”  Eco¬ 
nomica,  Vol.  XV,  No.  8  (May,  1948)  and  West  African  Trade 
(Cambridge:  Cambridge  University  Press,  1949);  T.  K.  War- 

ley,  ”A  Synoptic  View  of  Agricultural  Marketing  Organiza¬ 
tions  in  the  United  Kingdom,”  Agricultural  Producers  and 
Their  Markets,  Edited  by  T.  K.  Warley,  (Oxford:  Basil 
Blackwell,  1967). 
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work  for  this  study. 

Definition  of  Marketing  Boards 

Initial  review  was  made  with  regard  to  the  de¬ 
finition  of  marketing  boards  as  used  in  different  situ¬ 
ations.  Several  criteria  could  be  devised  as  the  test  of 
completeness  of  a  definition,  but  the  most  important  cri¬ 
terion  should  be  how  far  a  definition  explains  all  the 
characteristics  and  the  functional  status  of  a  marketing 
board . 

Within  the  limits  of  this  criterion,  the  defini¬ 
tion  of  a  marketing  board  provided  by  Veeman1  will  be  used 
in  the  text  of  this  thesis.  She  defines  a  marketing  board 
as  a  "public  body,  set  up  under  government  legislation,  to 
which  are  assigned  various  legal  powers  of  compulsion  over 
producers  and,  in  some  cases  also  over  the  handlers  and 
manufacturers  of  primary  or  processed  agricultural  commo¬ 
dities."1  Interpreting  the  definition,  it  would  include 
all  organizations  which  are  "public  bodies  legally  vested 
with  powers  of  compulsion  over  the  marketing  and/or  produc¬ 
tion  of  farm  products." 

Several  other  definitions  of  marketing  boards 
can  be  analyzed  in  conjunction  with  the  one  provided  by 


lM.  M.  Veeman,  op.  cit.,  p.  1. 
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Veeman.  Koh1 ,  in  a  comparative  study  of  agricultural  mar¬ 
keting  legislation,  defines  a  marketing  board  as  a  "pro¬ 
ducer  controlled,  compulsory,  horizontal  organization  sanc¬ 
tioned  by  government  authority  through  the  instrumentality 
of  enabling  legislation  to  perform  specific  marketing  op¬ 
erations  of  a  particular  agricultural  product  in  the  inter¬ 
est  of  the  producers."1  A  similar  definition  is  given  by 
Abbott2  who  considered  a  marketing  board  as  "a  producer- 
influenced,  compulsory  organization  receiving  authority 
to  operate  from  legislation  to  intervene  and  engage  in  va¬ 
rious  phases  of  the  marketing  of  an  agricultural  commodity." 

Koh ' s  definition  indicates  that  marketing  legis¬ 
lation  was  initially  written  for  the  interest  of  produ¬ 
cers  but  he  also  infers  in  his  text  that  consumers  enjoy 
its  benefits  in  several  ways.  Stability,  product  develop¬ 
ment,  orderly  marketing,  improving  production  and  market¬ 
ing  standards  and,  above  all,  assured  supplies  of  a  product 
are  elements  in  a  marketing  board’s  program  that  are  con¬ 
ducive  not  only  to  the  producers'  interest  but  also  to  the 
interest  of  the  consumers. 


1T.  H.  Koh,  A  Comparative  Study  of  Agricultural 
Producer  Marketing  Legislation  in  Canada ,  Australia,  United 
Kingdom ,  and  United  States,  Publication  No.  AE/64/65-11 
(Ontario:  Dept,  of  Ag .  Econ.,  University  of  Guelph,  n.d.) 

2J.  C.  Abbott,  "Agricultural  Marketing  Boards  in 
the  Developing  Countries,"  Journal  of  Farm  Economics,  Vol . 
49,  No.  3  (1967) . 
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Abbott's  definition  of  a  marketing  board  is  res¬ 
trictive  in  the  sense  that  it  outlines  the  scope  of  a  mar¬ 
keting  board  only  with  reference  to  producers.  It  fails 
to  specify  the  various  phases  of  marketing  in  which  a  mar¬ 
keting  board  can  legally  intervene  and  engage.  This  cre¬ 
ates  an  ambiguity  in  Abbott's  definition  in  comparison  to 
the  one  provided  by  Veeman. 

In  arriving  at  a  comprehensive  definition  of  a 
marketing  board  the  question  of  "compulsion"  is  essential. 
As  Padberg  indicates:  "The  collective  entity  or  bargaining 
group  must  be  able  to  depend  on  the  cooperation  of  all  mem¬ 
bers  in  order  to  present  a  position  of  strength  to  exter¬ 
nal  groups."1  This  cooperation,  according  to  Veeman's 
definition,  is  achieved  through  the "compuls ion"  clause  in 
the  case  of  a  marketing  board.  This  aspect  is  also  impli¬ 
cit  in  other  definitions  but,  being  crucial,  it  needs  to 
be  mentioned  explicitly  to  distinguish  a  marketing  board 
from  a  voluntary  entity  such  as  a  cooperative. 

In  summary,  because  of  its  completeness  and 
flexibility,  the  definition  as  presented  by  Veeman  is  accep¬ 
ted  as  defining  the  terms  of  reference  for  marketing  boards 
throughout  the  thesis. 


Daniel  I.  Padberg,  "Organizational  Needs  for 
Collective  Bargaining,"  Bargaining  in  Agriculture :  Poten¬ 
tials  and  Pitfalls  in  Collective  Action ,  Bulletin  C-911 
(Columbia:  University  of  Missouri,  Extension  Division, 

June,  1971). 


Classification  of  Marketing  Boards 
Closely  associated  with  the  question  of  the  de¬ 
finition  of  a  marketing  board,  a  taxonomic  arrangement  that 
can  be  assigned  to  marketing  boards  in  general  is  also  im¬ 
portant.  Several  marketing  economists  have  developed  a 
functional  classification  for  marketing  boards. 

Morley1  classified  marketing  boards  into  five 
categories  based  on  major  functions:  (1)  advisory  and  pro¬ 
motional;  (2)  quality  control  and  coordinating;  (3)  price 
stabilizing;  (4)  export  monopoloid  and  (5)  domestic  mono- 
poloid.  These  classifications,  however,  are  broad  in  na¬ 
ture  and  cannot  be  used  directly  to  specify  and  classify 
individual  marketing  boards  established  on  an  individual 
commodity  basis.2  In  addition,  some  degree  of  ambiguity 


lJ.  A.  E.  Morley,  ’’Marketing  Boards,”  Agricultur¬ 
al  Producers  and  Their  Markets ,  Edited  by  T.  K.  Warley 
(Oxford:  Basil  Blackwell,  1967). 

2A  broad  distinction  is  provided  by  Abbott  be¬ 
tween  (a)  non-trading  boards  which  do  not  participate  in 
the  marketing  process  as  buyers  and  sellers  of  the  commo¬ 
dity  in  question  and  (b)  trading  boards.  In  Morley’s  de¬ 
finition,  advisory  and  quality-control  boards,  as  such, 
are  nontrading.  A  price  stabilization  board  may  or  may  not 
engage  in  trade.  It  if  does,  it  may  do  so  along  with  other 
buying  and  selling  enterpr ieses .  ’’Monopoloid”  boards,  pos¬ 
sessing  varying  degrees  of  power,  may  resort  to  various 
monopolistic  practices.  Inasmuch  as  they  operate  as  trad¬ 
ing  boards,  they  are  bound  to  constitute  the  sole  buyer, 
domestic  seller,  and  exporter  of  the  commodity  in  question. 
Monopoloid  boards  may  also  act  as  nontrading  boards  which 
regulate  and  coordinate  sales  via  quantity  controls  and  fis¬ 
cal  measures  rather  than  direct  participation.  J.  C.  Ab¬ 
bott,  ’’Agricultural  Marketing  Boards  in  the  Developing 
Countries,”  Journal  of  Farm  Economics ,  Vol .  49,  No.  3 
(1967)  . 


. 
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is  evident  in  these  classifications.  In  practice,  regu¬ 
lated  marketing  automatically  implies  an  attempt  to  stabi¬ 
lize  prices.  Marketing  boards  are  usually  domestically 
monopoloid  in  practice,  yet  they  can  also  be  utilized  to 
perform  some  additional  exporting  functions.  Therefore, 
the  classifications  as  given  by  Morley  are  too  general  in 
outline  and  repetition  can  be  evidenced  in  the  taxonomic 
breakdown  making  this  classification  irrelevant  to  our 
analysis . 

Wood1  provides  another  classification  according 
to:  (1)  legal  status  of  marketing  boards;  (2)  control  over 

the  board;  and  (3)  the  geographic  domain.  However,  func¬ 
tional  classification  needs  to  be  a  realistic  explanation 
of  the  characteristics  of  a  marketing  board  in  a  given 
situation.  Both  Morley's  and  Wood’s  classifications  are 
not  fully  specific  and  embody  some  features  that  could  be 
eliminated  by  providing  a  more  functional  classification. 
After  an  analysis  of  the  above  classifications  it  was  evi¬ 
dent  that  a  more  specific  classification  was  needed  if  it 
was  to  be  of  use  in  helping  the  policymaker  develop  a  po¬ 
licy  for  the  specific  impact  desired.  A  classification 
based  on  legislative  authority  and  the  major  function  car¬ 
ried  out  as  developed  by  the  author  is  as  follows: 


}A.  W.  Wood,  ’'Marketing  Boards:  Farm  Justice 
or  Consumer  GYP?”  (paper  presented  at  the  Annual  Meeting  of 
The  Consumers’  Association,  University  of  Toronto,  Ontario, 
1966) . 
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(1)  Boards  under  federal  jurisdiction,  e.g., 
Canadian  Wheat  Board. 

(2)  Boards  under  provincial  jurisdiction. 

(i)  Boards  under  marketing  legislation, 
e.g.,  all  producer-controlled  marketing  boards  such  as  for 
broiler  chicken,  turkey,  eggs,  tobacco,  vegetables,  etc. 

(ii)  Boards  under  the  Public  Utility  Act, 
e.g.,  all  provincial  milk  boards. 

(3)  Boards  with  supply  management  provisions. 

(i)  With  marketing  quotas,  e.g.,  broiler 
chicken,  turkey,  eggs,  etc. 

(ii)  With  production  quotas,  e.g.,  Ontario 
Flue-Cured  Tobacco  Marketing  Boards  and  the  Provincial 
Milk  Marketing  Boards. 

(iii)  With  delivery  quotas,  e.g.,  British 
Columbia  Vegetable  Marketing  Board  and  Canadian  Wheat 
Board . 


the  above. 


(iv)  With  a  combination  of  two  or  more  of 


(4)  Boards  with  advisory  and  quality  control 
provision  only  (nontrading  board) . 

(5)  Boards  with  provisions  to  export  the  pro- 
ducts--most  marketing  boards  fall  into  this  category. 

(6)  Commissions  and  agencies. 

(i)  Under  federal  legislation,  e.g.,  Cana¬ 
dian  Dairy  Commission  and  Central  Egg  Marketing  Agency. 

(ii)  Under  provincial  legislation,  e.g., 
Alberta  Cattle  Commission,  etc. 

This  classification  provides  an  arrangement  to 
understand  the  characteristics  of  the  marketing  boards 
operating  in  Canada  both  within  the  federal  and  the  pro¬ 
vincial  jurisdictions. 


■ 


. 
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The  Evaluation  of  Marketing  Boards 

Pertaining  to  the  United  Kingdom,  Bauer1  sug¬ 
gested  that  the  establishment  of  marketing  boards  should  be 
preceded  by  quantitative  investigation  of  the  economies 
that  are  expected  to  be  achieved  by  the  elimination  of  com¬ 
petition  and  the  increasing  scale  of  operation.  Though 
Bauer’s  suggestion  is  appropriate,  he  failed  to  specify 
the  nature  of  the  quantitative  analysis  required  in  this 
context . 

Bauer  did  not  appear  to  recognize  the  nature  of 
the  problems  that  would  be  involved  in  making  such  quanti¬ 
tative  investigations,  especially  due  to  shortage  of 
data  and  complexity  of  objectives.  Where  a  marketing 
board  (for  example,  a  broiler  chicken  marketing  board  in 
Canada)  is  identifiable  with  a  certain  program,  e.g.,  sta¬ 
bilization,  it  may  be  suggested  that  the  commencement  of 
such  a  program  should  be  preceded  by  short-term  and  long¬ 
term  supply  and  demand  projections  for  the  regulated  com¬ 
modity  and  a  periodic  effort  should  be  made  to  study  how 
the  board's  stabilization  programs  would  affect  the  struc¬ 
ture,  conduct  and  performance  of  the  broiler  industry. 
Marketing  board  stabilization  programs  need  to  be  looked 
upon  as  a  reform  aimed  at  far  reaching  changes  in  market 
structure,  leading  to  an  improvement  in  conduct  and  per- 


JP.  T.  Bauer,  "A  Review  of  the  Agricultural 
Schemes,"  Economica ,  Vol .  XV,  No.  8  May,  1948). 
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formance  in  the  whole  industry.  The  source  of  possible 
confusion  in  this  respect  would  be  a  failure  to  undertake 
the  required  quantitative  analysis  regarding  the  impact 
of  the  stabilization  program.  Such  an  analysis  is  required 
for  both  the  pre-board  and  post-board  period  in  order  to 
know  the  comparative  impact  of  the  stabilization  programs 
implemented  through  the  marketing  boards.  This  observation 
and  analysis  provided  a  lead  for  the  inquiry  conducted  in 
this  thesis. 

Warley1  explores  the  role  of  marketing  boards  in 
comparison  to  voluntary  cooperatives  in  achieving  price 
and  income  objectives  for  agricultural  producers  in  the 
United  Kingdom.  He  further  discusses  the  possible  means 
of  raising  producers’  income  and  differentiates  between 
those  means  that  unequivocally  require  compulsory  partici¬ 
pation  through  marketing  boards  and  those  means  which  might 
be  carried  out  through  voluntary  organization  such  as  co¬ 
operatives.  Warley’s  paper  emphasizes  the  economic  gains 
that  the  cooperative  organizations  vis-a-vis  the  compul¬ 
sory  organizations  in  the  form  of  marketing  boards  could 
achieve.  Warley’s  conclusion  favouring  the  role  of  co¬ 
operatives  is  inconsistent  with  the  conclusions  outlined 
in  this  thesis.  The  paper  does  not  provide  a  comparative 


1 T .  K.  Warley,  ”A  Synoptic  View  of  Agricultural 
Marketing  Organizations  in  the  United  Kingdom,”  Agricultural 
Producers  and  Their  Markets ,  Edited  by  T.  K.  Warley  (Ox¬ 
ford:  Basil  Blackwell,  1967). 


. 
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analysis  as  to  what  would  have  happened  if  there  were  only 
cooperatives  and  no  marketing  hoards.  The  conclusion  of 
Warlcy's  paper  lacks  empirical  evidence  and  needs  to  be 
substantiated  by  a  more  intensive  cross-sectional  analysis, 
dichotomizing  the  sectors  covered  by  the  marketing  boards 
and  by  the  cooperatives.  The  comparative  results  may  be 
useful  in  providing  definite  conclusions  as  to  the  effec¬ 
tiveness  of  the  voluntary  cooperatives  as  compared  to  the 
compulsory  marketing  boards. 

A  review  of  literature  on  the  economic  implica¬ 
tions  of  marketing  boards  in  the  developing  countries  in¬ 
dicates  several  results.  First,  some  marketing  boards  have 
played  a  useful  role  in  stabilizing  producer  prices  and 
incomes.  Secondly,  some  of  these  boards  have  played  an 
important  role  in  mobilizing  savings  for  economic  develop¬ 
ment.  As  Helleiner1  pointed  out,  Nigerian  Marketing 
Boards  have  been,  and  continue  to  be,  an  extremely  effec¬ 
tive  instrument  for  the  mobilization  of  savings  for  govern¬ 
ment-sponsored  economic  development.  Thirdly,  reduction 
in  the  number  of  middlemen  has  in  some  cases  enabled  the 
producers  to  obtain  a  higher  price  than  they  would  other¬ 
wise  have  received.  Fourthly,  it  is  claimed  that  one  ef¬ 
fect  of  control  has  been  to  improve  standards  of  quality 


1G.  H.  Helleiner,  ,fThe  Fiscal  Role  of  Marketing 
Boards  in  Nigerian  Economic  Development,  1947-61,”  The 
Economic  Journal ,  Vol .  LXIV,  No.  295  (September,  1964). 
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of  farm  products. 

An  analysis  rclevunt  to  the  topic  of  farmers* 
income  and  price  problems  has  been  made  by  Bauer  and 
Palsh.1  In  this  paper,  Bauer  and  Palsh  critically  analyse 
the  policies  pursued  by  the  boards  and  evaluate  the  final 
results  and  their  implications.  They  argue  the  undesir¬ 
able  effects  of  the  wide  short-term  producer  price  and 
income  fluctuations  that  prevailed  before  the  boards  were 
established  in  many  stabilization  operations. 

One  of  the  more  comprehensive  papers  produced 
by  the  C.I.O.2  outlines  the  development  and  structure  of 
agricultural  marketing  in  the  United  Kingdom*  The  evolu¬ 
tion  of  agricultural  marketing  is  considered  a  series  of 
responses  to  change,  both  at  home  and  abroad.  On  one  hand, 
government  efforts  have  been  directed  toward  securing  for 
farmers  a  countervailing  influence  against  the  more  highly 
organized  foreign  producers  and  large-scale  domestic  pur¬ 
chasers,  and,  on  the  other  hand,  toward  ensuring  fair  pri¬ 
ces  and  protecting  the  interest  of  the  consumer. 

Yonde  and  Helmberger3  illustrate  that  cooperative 


1P.  T.  Bauer  and  F.  W.  Paish,  ”The  Reduction  of 
Fluctuations  in  the  Incomes  of  Primary  Producers,”  The 
Economic  Journal,  Vol .  LXII,  No.  284  (December,  1952). 

2Central  Information  Office,  Agricultural  Market¬ 
ing  in  Britain,  R.5779  (London:  C.I.O. ,  1967). 

3James  G.  Yonde  and  Peter  G.  Helmberger,  "Mar¬ 
keting  Cooperatives  in  the  U.S.:  Membership  Policies,  Market 
Power,  and  Antitrust  Policy,”  Journal  of  Farm  Economics , 

Vol.  48,  No.  3,  Part  II  (August,  1966). 
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marketing  is  one  way  in  which  farmers  can  gain  market 
power.  However,  it  is  not  made  clear  whether  the  associ¬ 
ated  market  results  are  thought  to  be  beneficial  to  farmers 
alone  or  to  society  as  a  whole  and  whether  the  effects  are 
to  come  from  displacing  monopsonist ic  powers  in  procure¬ 
ment,  from  acquiring  monopoly  power  in  final  product  sales, 
or  from  both.  They  explore  some  of  these  issues  and  brief¬ 
ly  consider  their  implications  for  antitrust  policy  aimed 
at  cooperatives  in  the  United  States.  In  conclusion,  they 
see  little  objection  to  cooperative  dominance  in  procure¬ 
ment  in  local  markets.  So  long  as  farm  industries  have 
atomistic  structures,  cooperative  marketing  is  particularly 
desirable  where  concentration  in  procurement  is  necessi¬ 
tated  by  economies  of  scale  in  marketing. 

Dealing  specifically  with  supply  control,  Welches1 
paper  demonstrates  the  impact  of  supply  control  with  mar¬ 
ketable  quotas  and  shows  the  importance  of  risk  and  uncer¬ 
tainty.  Peculiar  to  this  work  is  production  considered  as 
a  stochastic  variable  which  demonstrates  that  supply  con¬ 
trol  under  conditions  of  uncertainty  results  in  social 
costs  above  those  predicted  by  certainty  analysis.  Welch's 
work  especially  emphasizes:  (1)  the  variance  of  the  imp¬ 
licit  price  the  producer  receives  for  his  product,  and 


iFinis  Welch,  "Supply  Control  With  Marketing 
Quotas:  The  Cost  of  Uncertainty,"  Journal  of  Farm  Econo - 

mics,  Vol .  49,  No.  3  (August,  1967). 
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(2)  the  effects  of  supply  control  in  the  equilibrium  quan¬ 
tity  stored.  The  optimality  of  storage  in  a  competitive 
market  is  demonstrated;  it  is  argued  that  as  equilibrium 
storage  is  increased  by  introducing  supply  control,  the  in¬ 
creased  dosts  should  be  included  in  approximating  the  wel¬ 
fare  cost  of  the  policy. 

Farrell's1  paper  entitled  New  Dimensions  and  Ag¬ 
gressive  Use  of  Marketing  Orders  is  comprehensive.  Market¬ 
ing  orders  and  agreements  in  the  course  of  nearly  30  years 
have  come  to  occupy  an  important  position  within  the  United 
States  in  some  sectors  of  agriculture.2  An  outgrowth  of 
voluntary  programs  spearheaded  by  agricultural  marketing 
cooperatives,  marketing  orders  and  agreements  were  con- 


1J.  K.  R.  Farrell,  New  Dimensions  and  Aggressive 
Use  of  Marketing  Orders  (Washington:  Marketing  Economics 
Division,  ERS,  United  States  Department  of  Agriculture , 1968). 

2This  is  mainly  true  in  the  case  of  organization 
and  competition  in  the  fruit  and  vegetable  iiidustiry.  More 
than  100  orders  for  fruits  and  vegetables  have  been  initi¬ 
ated  since  1933  under  the  authority  of  the  Agricultural  Ad¬ 
justment  Act  of  1933  (as  amended)  and  the  Agricultural  Mar¬ 
keting  Act  of  1937  (as  amended)  and  now  includes  various 
other  licenses.  A  large  number  of  orders  and  agreements 
have  been  formulated  under  state  legislation,  particularly 
in  the  Pacific  Coast  states  and  Florida.  In  the  period 
1933-65,  86  orders  were  initiated  under  California  legis¬ 
lation  alone.  In  early  1968  there  were  nearly  100  market¬ 
ing  orders  for  fruits  and  vegetables  effective  under  the 
Agricultural  Marketing  Agreement  Act  of  1937  and  the  enab¬ 
ling  statutes  provided  by  ten  states.  In  addition,  there 
were  74  federal  milk  orders  in  effect  nationally  in  1968. 
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ceived  during  the  1930's  to  redress  the  chronic  imbalance 
between  the  supply  and  demand  for  farm  products  and  to 
bring  about  more  systematic  marketing  of  farm  products. 
Marketing  orders  and  agreements  are  unique  types  of  public 
programs  for  agriculture.  Administratively,  they  repre¬ 
sent  a  fusion  of  the  regulatory  power  of  government  and 
sel f -administration  by  producers  and,  frequently,  handlers 
of  agricultural  commodities*  Legislation  providing  for 
orders  is  enabling  in  nature.  The  ecnomic  rationale  is 
derived  from  certain  characteristics  of  agriculture  and 
markets  for  agricultural  products.  Marketing  order  legis¬ 
lation  in  the  United  States  has  been  developed  as  a  means 
of  providing  producers  with  market  or  bargaining  power  to 
collectively  improve  their  position  in  the  market  for  farm 
products . 

Some  of  the  earliest  references1  to  Canadian  farm 
income  and  price  policies  executed  through  marketing  boards 
can  be  found  in  various  Canadian  economic  histories.  These 
books  describe  in  an  uncritical  manner  historical  trends 
and  circumstantial  background  for  the  creation  of  various 


1 W.  T.  Easterbrook  and  H.  G.  J.  Aitken,  Canadian 
Economic  History  (Toronto:  The  MacMillan  Co.,  1956);  W. 

M.  Drummond  and  W.  Mackenzie,  Progress  and  Prospects  of 
Canadian  Agriculture  (Ottawa:  Royal  Commission  on  Canada's 
Economic  Prospects,  January,  1957);  and  Federal  Task  Force 
on  Agriculture,  j Canadian  Agriculture  in  the  Seventies  (Ot¬ 
tawa:  Queen's  Printer,  1969). 
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programs.  A  somewhat  more  critical  analysis  appears 
first  in  Perkins’1  paper  that  not  only  analyzes  the  situ¬ 
ation  and  problems  of  marketing  boards  but  also  provides 
a  theoretical  framework  involved  in  market  control  with 
reference  to  Ontario. 

One  of  the  earliest  papers  with  an  analytical 
perspective  on  marketing  boards  in  Canada  is  by  Marshall 
and  Perkins.1  Its  contents  relate  to  the  operation  of  the 
Ontario  Cheese  Producers'  Marketing  Board,  espeically  with 
reference  to  the  discriminating  pricing  operations  of 
the  Board  during  the  1951-57  period.  The  paper  outlines 
the  reasons  why  the  board  made  "a  limited  contribution  to 
the  welfare  of  the  cheese  industry”  during  1937-1951 
period.  Discussing  the  merits  and  demerits  of  the  two- 
price  system,  Marshall  advocates  "the  stronger  the  organi¬ 
zation's  monopolistic  power  both  to  control  its  own  level 
of  production  and  to  keep  out  competitors,  the  more  able 
it  would  be  to  maintain  the  high  prices  and  revenues  ob¬ 
tainable  from  the  operation  of  a  two-price  system." 

Concerning  the  question  of  collective  action. 


1R.  G.  Marshall  and  B.  B.  Perkins,  "The  Opera¬ 
tions  of  the  Ontario  Cheese  Producers'  Marketing  Board," 
Proceedings  of  Cooperation  and  Marketing  Conference  (Guelph: 
Department  of  Agricultural  Fxonomics,  Ontario  Agricultural 
College,  December,  1958). 
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Campbell's1  exposition  on  collective  bargaining  in  Ontario 
agriculture  relates  to  the  problem  and  potentials  of  im¬ 
portant  questions  involved  in  a  marketing  scheme.  A  more 
comprehensive  account  of  marketing  boards  as  "a  method  of 
collective  action"  is  provided  in  Marshall's2  paper.  Mar¬ 
shall  outlines  the  nature  of  the  problems  involved  by  recog¬ 
nizing  that  the  purpose  and  methods  of  the  existing  market¬ 
ing  boards  differ  so  widely  that  they  permit  few  generali¬ 
zations.  There  is  the  tendency  to  propagate  the  call  for 
marketing  boards  by  means  of  a  single  formula  to  solve  what 
is  obviously  a  complex  of  problems  and  issues  which  might 
better  be  considered  separately  for  each  commodity. 

Institutional  concepts  involved  in  the  overall 
practice  of  marketing  controls  exercised  through  marketing 
boards  in  Canada  is  a  crucial  point  that  Wood3  considers 
in  his  paper.  Wood  claims  that  collective  bargaining 
through  marketing  boards  enhances  producers'  income,  there¬ 
by  probably  shifting  the  burden  mainly  to  consumers.  This 
is  caused  by  changing  the  terms  of  trade  between  specific 
commodity  groups  in  agriculture  and  other  sectors  of  the 

1D.  R.  Campbell,  "Collective  Bargaining  in  Onta¬ 
rio  Agriculture  and  Industry,"  Canadian  Journal  of  Agri¬ 
cultural  Economics ,  Vol .  6,  No.  1  (November,  1958). 

2R.  G.  Marshall,  "Marketing  Boards  as  a  Mathod  of 
Collective  Action,"  Proceedings  of  Marketing  and  Cooperation 
workshop  (Guelph:  Department  of  Agricultural  Economics,  On¬ 
tario  Agricultural  College,  January,  1964). 

3A.  W.  Wood,  "The  Marketing  Board  Approach  to 
Collective  Bargaining,"  Journal  of  Farm  Economics ,  Vol. 

49,  No.  5  (December,  1967). 
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economy.  If  the  techniques  of  marketing  boards  are  abused, 
they  are  likely  to  cause  distortions  in  resource  alloca¬ 
tion  and  income  distribution  within  agriculture. 

Apart  from  economic  necessities  and  constraints, 
it  is  likely  that  major  constitutional,  political  or  ad¬ 
ministrative  problems  may  be  created.  These  problems  may 
arise  independently  or  jointly;  most  often  the  former 
pat tern  predominates .  This  kind  of  realization  suggests 
that  the  subject  of  market  control  must  be  pragmatically 
examined.  Wood1  provides  this  analysis  in  another  paper 
dealing  with  noneconomic  factors  relating  Canadian  market¬ 
ing  conditions  and  problems.  He  examines  the  market  con¬ 
trol  programs  and  indicates  that  their  effectiveness  in 
increasing  returns  to  producers  by  restricting  output  or 
sales  may  not  be  effective  if  the  consumers  readily  resort 
to  substitutes.  Wood  suggests  that  there  are  ways  other 
than  direct  of  raising  of  price  in  which  market  control 
programs  may  benefit  producers.  Control  devices  that 
are  used  to  streamline  or  rationalize  marketing  activities 
may  lower  selling  costs. 

Still,  Wood’s  papers  lack  analysis  of  Canadian 
economic  goals  that  are  set  for  agriculture  in  general 
and  supply  management  in  particular. 


:A.  W.  Wood,  ’’Problems  of  Market  Control,” 
(lecture  presented  to  Western  Canadian  Farm  Leaders  Con¬ 
ference,  Banff,  Alberta,  1967). 
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Dealing  with  Canadian  wheat  policy,  Kristjanson1 
outlines  the  successes  and  failures  of  Canadian  government 
policy  on  wheat  marketing  and  transport  within  the  context 
of  marketing  boards.  Proposals  to  offset  the  market  sys¬ 
tem  by  price  subsidies  or  a  two-price  system  are  rejected. 
There  is  room  for  imaginative  marketing  boards  and  for 
measures  to  promote  efficiency  and  reliability  in  wheat 
handling  and  shipping.  Since  competition  in  these  phases 
of  the  wheat  economy  is  virtually  absent,  public  ownership 
of  elevator  facilities  and  the  establishment  of  a  public 
corporation  especially  charged  with  shipping  grains  is  sug¬ 
gested.  During  recent  years,  a  shift  towards  marketing 
rather  than  production  is  emphasized. 

This  seems  to  be  justified  in  the  sense  that 
increased  stress  on  market  demand,  market  development  and 
market  organization  has  become  evident  during  the  past  two 
decades.  This  shift  may  be  termed  a  shift  from  supply  to 
marketing  and  an  associated  emphasis  on  supply  management 
grew  along  with  it. 

Hiscocks2  has  recognized  this  shift  in  his  analy¬ 
sis  of  supply  management  and  orientates  the  salient  points 

kristjanson,  ’'Canadian  Government  Policy  and  the 
Wheat  Economy,”  (Western  Farmers  Conference,  University  of 
Saskatchewan,  Saskatoon,  1967)  . 

2G .  A.  Hiscocks,  "Supply  Management,  Definition, 
Techniques  and  Implication,”  Canadian  Farm  Economics ,  Vol . 
5,  No.  2  (June,  1970)  . 


' 


. 


- 


30 


of  the  supply  and  demand  situation  in  Canadian  agriculture. 
Techniques  of  supply  management,  problems  and  limitations, 
legal  obstacles,  opportunities,  etc.  are  explained  in  this 
paper,  but  still  an  empirical  content  is  lacking. 

Two  specific  papers  relate  to  Campbell1  and 
Walker2--the  former  being  specifically  on  tobacco  quota 
policies  and  the  latter  being  in  general  on  quota  policies 
as  used  by  the  Canadian  boards.  Campbell,  outlining  the 
importance  of  marketing  boards  in  Canada,  suggests  that 
production  control3  introduces  a  host  of  interesting  prob¬ 
lems  in  economic  theory,  as  well  as  in  practical  operations. 
With  a  virtual  monopoly  on  Canadian  production,  high 
tariffs,  and  rapidly  increasing  demand,  the  Ontario  Flue- 
Cured  Tobacco  Marketing  Board  has  restricted  output  to  a 
level  far  below  that  which  would  have  occurred  without  such 
a  program.  The  program  has  caused  substantial  capital  gains 
for  those  with  quota  rights  and  also  some  degree  of  misal- 
location  of  resources  on  a  wide  scale.  This  paper  gives 
a  theoretical  exposition  of  the  problems  involved  but  does 
not  contain  any  quantitative  analysis  in  conjunction  with 


1D.  R.  Campbell,  "The  Economics  of  Production 
Control:  The  Example  of  Tobacco,"  Canadian  Journal  of 

Economics ,  Vol .  II,  No.  1  (February,  1969). 

2H.  V.  Walker,  "Marketing  Boards  and  Quota 
Policies  for  Canadian  Farm  Products:  An  Appraisal  of  Per¬ 
formance,"  Canadian  Journal  of  Agricultural  Economics , 

Vol.  XIV,  No.  2  (June,  1968) 

3Ontario  Flue-Cured  Tabacco  Marketing  Board  is 
the  only  marketing  board  that  uses  production  control. 
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the  theoretical  models. 

Slightly  deviating  from  the  regular  pattern  of 
available  literature  on  marketing  boards,  Loyns ’ 1  work 
on  "economic  considerations  in  pricing  and  quotas  under 
regulated  marketing"  is  an  addition  to  the  theoretical  area 
--an  attack  on  some  of  the  conventional  wisdom  surrounding 
marketing  boards  operating  in  Canada.  His  theoretical  ap¬ 
proach  is  innovative  and  proposes  a  new  alternative  to 
existing  quota  allocation  schemes.  This  refers  to  the  com¬ 
petitive  cost  bidding  "procedure"  and  "comparative  advan¬ 
tage"  clause  as  written  in  Bill  C-176.  Loyns  claims 
that  the  competitive  cost  bidding  approach  is  one  that  would 
generally  satisfy  the  intent  of  the  legislation  and  sug¬ 
gests  it  as  a  feasible  alternative  approach  to  quota  allo¬ 
cation  . 

Richter's2  exposition  of  various  political  aspects 
of  the  economic  organization  of  an  industry  clarifies  doubts 
and  issues  on  the  nature  and  causes  of  changes  that  have 
been  a  prominent  characteristic  of  Canadian  agriculture. 

It  suggests  guidelines  for  policymakers  in  agriculture  in 


JR.  M.  A.  Loyns,  Economic  Considerations  in 
Pricing  and  Quotas  Under  Regulated  Marketing ,  Research 
Bulletin  No.  72-4  (Winnipeg:  University  of  Manitoba, 

1971) . 

2J.  J.  Richter,  "Political  Aspects  of  the  Eco¬ 
nomic  Organization  of  an  Industry,"  Market  Regulation  in 
Canadian  Agriculture ,  Occasional  Series  No.  2  (papers  pre¬ 
sented  at  the  Marketing  Board  Seminar,  Winnipeg,  January, 

1972)  . 
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general  and  in  the  marketing  sector  in  particular. 

Veeman1  asserts  that  use  of  quotas  as  a  mechan¬ 
ism  of  stabilizing  market  supplies  and  prices  is  a  useful 
marketing  board  activity  in  some  circumstances.  Such  an 
arrangement  provides  the  producers  with  a  degree  of  bar¬ 
gaining  power,  justified  and  appropriate  enough  when  con¬ 
fronting  a  monopsoni st ic  purchasing  sector.  With  qualifi¬ 
cations,  however,  she  suggests  certain  limitations  to  sup¬ 
ply  management  techniques.  The  supply  restrictive  quota 
schemes  are  utilized  on  a  provincial  level  by  a  number  of 
Canadian  marketing  boards  and  their  use  for  some  products 
on  a  national  basis  is  likely. 

It  is  apparent  that  some  means  of  implementing 
such  schemes  are  more  desirable  than  others.  Direct  quota 
plans  are  preferred  to  indirect  quota  plans  which  can  also 
be  used  for  negotiable  quota  techniques.  Veeman’s  criti¬ 
cism  of  applying  supply-restrict ing  national  quota  schemes 
on  the  basis  of  historical  production  patterns  is  based  on 
the  likelihood  of  damage  to  efficient  interregional  resource 
allocation.  She  suggests  interprovincial  quota  transfers 
on  a  negotiable  basis.  Despite  the  administrative  diffi¬ 
culties,  it  is  suggested  that  allocation  of  any  quota  ex - 


!M.  M.  Veeman,  "Alternative  Techniques  of  Quota 
Regulations  by  Marketing  Board  Actions,"  Market  Regulation 
in  Canadian  Agriculture ,  Occasional  Series  No.  3  (papers 
presented  at  the  Marketing  Board  Seminar,  Winnipeg,  Janu¬ 
ary,  1972). 
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pansion  between  provinces  should  be  made  on  the  basis  of 
objective  measures  of  their  relative  competitive  advantage 
in  production  and  marketing  the  quota -control led  commodity 
to  prevent  frozen  provincial  patterns  of  production. 

Marketing  Boards  and  Countervailing  Power 

Traditionally,  farmers  in  Canada  have  been  con¬ 
sidered  "price  takers"  by  virtue  of  their  accepting  prices 
determined  in  competitive  markets  for  the  farm  products 
they  grow  and  sell.  The  above  condition  with  regard  to 
pricing  resulted  from  the  fact  that  agriculture  was  con¬ 
sidered  an  industry  characterized  by  a  large  number  of  pro¬ 
ducers,  each  producing  a  small  proportion  of  the  aggregate 
supply  which  made  them  incapable  of  affecting  prices  by 
changing  their  individual  output. 

The  distinction  between  the  competitive  nature  of 
agricultural  markets  and  markets  of  other  industries  has 
long  been  a  matter  of  concern  to  farmers.  Thus  Canadian 
farmers  became  interested  in  devising  programs  to  lift 
their  marketing  from  a  regime  of  price  competition  to  that 
of  a  monopolistic  condition  in  which  they  could  help  to 
establish  their  own  minimum  prices.  If  accomplished,  this 
procedure  was  expected  to  place  them  in  a  marketing  environ¬ 
ment  similar  to  that  of  other  major  industries.  This  goal 
was  expected  to  be  achieved  through  supply  management  where 
marketing/production  could  be  restricted  to  levels  consis¬ 
tent  with  demand  and  the  established  minimum  price.  In  ad- 
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dition,  the  programs  embodying  supply  management  were  ex¬ 
pected  to  provide  the  farmers  with  countervailing  power. 
According  to  the  conviction  of  farmers,  the  countervailing 
power  generated  through  supply-price  effects  of  a  supply 
management  program  would  maintain  or  improve  farm  incomes 
at  desired  levels  and  generate  terms  of  trade  which  would 
improve  the  market  interface  relations  between  buyers  and 
sellers  of  agricultural  commodies. 

The  question  of  supply  management  and  counter¬ 
vailing  power  has  been  discussed  and  analyzed  in  various 
papers.  One  comprehensive  attempt  was  made  by  Richter  in 
1961. 1  Richter  provides  a  specific  analysis  of  the  socio¬ 
economic  and  political  background  of  the  creation  of  mar¬ 
keting  boafds  and  discusses  how  these  organizations  enhanced 
the  countervailing  power  of  the  member  farmers.  His  analy¬ 
sis  points  out  that  there  was,  in  fact,  a  situation  of 
imperfect  competition  or,  more  precisely,  oligopsony  and 
monopsony,  facing  agricu ltural  producers .  In  this  situ¬ 
ation  where  a  few  large  buyers  fixed  prices  of  products 
that  did  not  seem  to  fit  in  the  total  market  picture,  the 
argument  behind  the  creation  of  marketing  boards  was  to 
strengthen  the  bargaining  position  of  the  farmers  by  creat¬ 
ing  countervailing  power. 


1J.  J.  Richter,  " Are  Marketing  Boards  An  Effec¬ 
tive  Countervailing  Power?"  Agricultural  Marketing  Boards  — 
Sixth  Annual  Workshop  Report  (Saskatoon:  CAES,  1961). 
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The  conclusions  of  Richter’s  paper  appear  rei e= 
vant  when  the  operation  and  success  of  the  marketing  ee- 
operatives  in  generating  the  required  countervailing  power 
was  analysed.  Cooperatives  in  Canada  were  formed  by  pr§= 
ducers  for  the  cooperative  performance  of  various  market = 
ing  activities.  Voluntary  cooperation  was  involved  in 
both  buying  and  selling  of  farm  products  through  tradi- 
tional  marketing  channels.  Most  of  them  were  designed  to 
achieve  efficiencies  in  performance  of  various  marketing 
functions  but  their  voluntary  status  did  not  general© 
enough  countervailing  power  because  of  the  scope  of  their 
coverage  ever  total  farm  output.  Canadian  producers t 
therefore,  viewed  marketing  boards  as  a  practical  means  of 
improving  their  bargaining  power  in  the  marketplace. 

Similarly,  Brandow1  in  his  paper  ’’Market  Power 
and  Its  Sources  in  the  Food  Industry”  defines  market  power 
in  terms  of  a  firm's  ability  to  affect  directly  other  par- 
ticipants  in  the  market  or  such  market  variables  as  prices 
and  promotion  policies.  His  paper  reveals  the  distinction 
between  short-run  and  long-run  power  and  between  offen¬ 
sive  and  defensive  power.  He  identifies  more  than  a  dozen 
sources  of  power  in  the  food  industry.  Of  these,  a  major 
market  share  is  usually  necessary,  and  a  large  market  share 


1G.  E.  Brandow,  ’’Market  Power  and  Its  Sources 
in  the  Food  Industry,”  Journal  of  Farm  Economics ,  Vol .  51, 
No.  1  (February,  1969). 
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is  sufficient  in  the  short  run.  Market  power  is  not 
equivalent  to  the  ability  to  make  high  profits,  though  that 
may  be  one  of  its  effects,  and  this  suggests  that  quota 
prices  are  not  reliable  indicators  of  market  power. 

Besides  supply  management  there  are  other  ways 
to  increase  countervailing  power.  Vertical  integration, 
market  agreements,  contracts  and  market  orders  may  be  re¬ 
garded  as  potential  means  of  achieving  the  degree  of  bar¬ 
gaining  power.  Several  papers  explaining  the  theoretical 
links  involved  in  these  techniques  are  available.  Two 
papers  with  regard  to  the  theoretical  implications  of  ver¬ 
tical  integration  are  those  of  Burstein  and  Vernon  and 
Graham.1  These  authors  analyze  the  implications  of  gener¬ 
ating  monopoly  effects  through  vertical  integration.  The 
vertical  merger  permits  the  integrated  firm  to  achieve  effi¬ 
ciency  in  factor  utilization  and  to  capture  additional  pro¬ 
fits.2  This  can  be  regarded  as  an  effective  arrangement  to 
increase  the  countervailing  power  under  the  assumption  of  a  variable 

^ee:  M.  L.  Burstein,  "A  Theory  of  Full-Line 

Forcing,"  Northwestern  University  Law  Review ,  Vol .  55, 

No.  1  (1960);  J.  M.  Vernon  and  D.  A.  Graham,  "Profitabi¬ 
lity  of  Monopolization  by  Vertical  Integration,"  Journal 
of  Political  Economy ,  Vol .  79,  Part  2  (1971). 

2A1so  the  review  of  the  theory  of  monopoly  was 
made  from:  J.  K.  Galbraith,  "Monopoly  and  the  Concentra¬ 
tion  of  Economic  Power,"  A  Survey  of  Contemporary  Economics 
Edition  13,  Vol.  1  (Published:  American  Economic  Associ¬ 
ation,  1970).  This  review  prepared  a  background  for  the 
monopoly  models  discussed  in  Chapter  5. 
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Objectives  of  Stabilization  Schemes 

Stabilization  schemes  implemented  through  the 
marketing  boards  technique  originated  in  Australia  during 
the  1920’s  and  since  then,  literature  on  various  aspects 
of  agricultural  marketing  programs  has  been  emerging. 

With  reference  to  the  objectives  of  stabilization  schemes 
--a  framework  used  for  analysis  in  the  thes is  - -McKay ’ s 
paper  is  relevant.  McKay  categorizes  the  objectives  of  mar 
keting  boards  into  four  different  sets:1 

(1)  Income  Ob j ec t i ves - -t o  raise  farm  living 
standards;  to  provide  security  and  comparability  with 
non-farm  income. 

(2)  Price  Ob j ec t ives - - to  guard  against  rising 
prices;  to  provide  fair  and  stable  prices  of  a  minimum 
level  and  to  give  orderly  marketing. 

(3)  Production  Ob j ect ives - - to  produce  enough 
for  the  domestic  and  export  requirements  to  encourage  effi 
cient  production  in  the  most  favourable  areas. 

(4)  More  General  Obj ect ives - -t o  help  industries 
to  adjust  to  a  changed  market  situation  and  to  offset  ef¬ 
fects  of  depressed  conditions  that  are  expected  to  be  tem¬ 
porary  . 


2D.  H.  McKay,  ’’Stabilization  in  Australian  Agri- 
culture--A  Review  of  Objectives,"  Australian  Journal  of 
Agricultural  Economics ,  Vol.  10,  No.  3  (September,  1965). 
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However,  this  division  of  the  objectives  seems  to 
contain  redundant  elements.  The  "income  objective"  is  the 
principal  goal  that  stabilization  programs  try  to  achieve. 
Price  and  production  objectives  are  simply  the  means  used 
to  achieve  the  income  objective.  In  general,  income  objec¬ 
tives  are  largely  achieved  through  the  impact  of  stabiliza¬ 
tion  schemes  on  price.  McKay  does  not  provide  this  dis¬ 
tinction  and  his  analysis,  therefore,  confuses  the  matter 
of  cause  and  effect  relationships  involved  in  the  stabili¬ 
zation  programs.  His  paper  further  fails  to  indicate  the 
nature  and  magnitude  of  success  of  various  programs  used 
for  achieving  stability  of  prices  and  income  in  Australian 
agriculture . 

While  stabilization  is  emphasized  by  McKay  as 
desirable,  there  could  be  several  ambiguities  involved  in 
the  overall  concept  of  stabilization.  The  concept  of  sta¬ 
bilization  is  meaningless  without  reference  to  a  specific 
period  and  also  without  reference  to  the  relation  between 
the  price  and  income  envisaged  under  stabilization  schemes 
and  the  open-market  situation.  Stabilization  may  also 
refer  to  several  variables  like  prices,  money  income  or 
real  income.  Stabilization  of  any  one  of  these  may  actual¬ 
ly  destabilize  the  others.  It  needs  to  be  ascertained  first 
what  variable  is  to  be  stabilized  and  then  to  devise  me¬ 
thods  to  measure  the  net  or  real  effect  of  this  stabili¬ 
zation.  There  may  also  be  some  fundamental  difficulties 
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with  measurement.  McKay  does  not  indicate  whether  a  large 
number  of  frequent  and  small  changes  represent  a  greater 
or  lesser  measurement  of  stability  than  a  smaller  number 
of  large  and  discontinuous  jumps.  The  latter  case  is  more 
evident  in  most  of  the  stabilization  schemes.  McKay  fails 
to  clarify  some  of  these  crucial  aspects. 

Marketing  Boards:  Summary  Comments 

Price  and  income  problems  in  agriculture  are 
mainly  caused  by  the  inelasticities  of  agricultural  supply 
and  demand,  especially  the  inelasticities  of  short  period 
supply.  When  fluctuations  in  producers’  income  are  due  to 
changes  in  price,1  marketing  boards  can  play  an  important 
role.  Intervention  to  maintain  incomes  when  prices  are 
low  and  to  restrict  them  when  prices  are  high  can  take 
several  forms.  The  restriction  schemes  such  as  marketing 
quotas  or  production  quotas  or  quotas  on  exports  and  im¬ 
ports  constitute  some  of  the  most  effective  regulatory 


^rice  fluctuations  are,  of  course,  not  the  only 
reason  for  the  instability  of  incomes  of  primary  producers 
in  developing  countries.  Variations  in  weather  conditions 
or  in  the  incidence  of  pests  frequently  cause  wide  fluctu¬ 
ations  in  output.  When  the  output  of  a  given  area  forms 
a  large  proportion  of  the  total  supply  available  to  a  par¬ 
ticular  market,  or  where  the  output  of  competitive  areas  is 
similarly  affected,  the  loss  of  income  due  to  a  smaller 
output  may  be  partly,  wholly  or  even  more  than  wholly  offset 
by  higher  prices.  Where,  however,  the  area  affected  is  in 
competition  with  other  areas  which  have  not  suffered  simi¬ 
larly,  the  fall  in  output  will  not  be  compensated  by  higher 
prices,  and  producers'  incomes  will  fall.  Nevertheless,  it 
seems  that  unless  they  are  due  to  a  major  natural  disaster, 
variations  in  producers'  incomes  caused  by  crop  fluctuations 
rarely  induce  governments  to  take  offsetting  measures.  There 
are,  however,  offsetting  measures  to  crop  reduction,  i.e., 
crop  insurance. 
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measures.  These  measures  have  been  used  in  many  countries 
all  over  the  world  for  the  last  50  years  and  the  results  of 
these  techniques  have  been  mixed.  For  example,  according 
to  Bauer  and  Paish,  in  the  West  African  marketing  system1 
the  net  outcome  of  these  regulatory  programs  used  to  main¬ 
tain  or  stabilize  prices  and  incomes  has  been,  in  general, 
restrictive  because  of  the  existing  asymmetry  in  their  exe¬ 
cution.  In  periods  of  low  prices  efforts  to  maintain  prices 
and  incomes  were  frequently  accompanied  by  measures  to  re¬ 
strict  output  (or  at  least  the  supply  reaching  consumers-- 
supply  management) ;  otherwise  the  assistance  to  producers 
might  increase  supply.  But  no  comparable  compensatory 
action  was  possible  to  offset  the  adverse  effects  on  output 
of  measures  taken  to  restrict  producer  prices  and  incomes 
in  periods  of  high  prices.  Thus,  marketing  board  policies 
tended  to  restrict  output  of  primary  products  both  in  peri¬ 
ods  of  low  and  high  prices-  in  the  former  in  order  to  raise 
prices  received  by  producers,  and  in  the  latter  as  the  re¬ 
sult  of  keeping  them  down.  These  results  are  particularly 
illogical  in  a  developing  country  and  may  generate  a  long¬ 
term  trend  in  the  direction  of  an  increasing  shortage  of 
primary  products,  especially  foodstuffs,  in  relation  to  the 
growth  of  population  and  to  the  output  of  a  growing  proces- 


JP.  T.  Bauer  and  F.  W.  Paish,  ”The  Reduction  of 
Fluctuations  in  the  Incomes  of  Primary  Producers,”  The  Eco¬ 
nomic  Journal ,  Vol .  LXII,  No.  248  (December  1952). 
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sing  industry.  In  such  cases,  other  government  actions  to 
assist  primary  producers  may  be  more  conducive.  Some  of 
the  relevant  ones  could  be  straight  subsidies,  granting 
monopoly  powers  to  farmers  without  the  power  to  restrict 
production  and  entry  or  to  practice  price  discrimination; 
stock  holding  schemes,  etc.;  levy  subsidies  (duties,  the 
proceeds  of  which  could  be  used  to  subsidize  home  produ¬ 
cers);  and  even  tariff  protection. 

Several  limitations  of  the  above  mentioned 
measures,  however,  can  be  analyzed.  The  use  of  these 
actions  may  depend  on  the  budgetary  position  of  the  go¬ 
vernments,  the  distribution  of  political  forces,  the 
attitudes  of  the  farmers  towards  government  interven¬ 
tion,  etc.  The  form  and  scope  of  these  methods  may  also 
be  affected  by  such  factors  as  the  relation  between  home- 
produced  supplies  and  imports,  the  position  of  the  par¬ 
ticular  product  in  the  national  economy,  etc.  In  the 
case  of  an  export  crop,  the  use  of  tariffs  or  restric¬ 
tive  quotas  on  domestic  production  may  not  be  useful. 

These  remarks  are  relevant  to  analyzing  the  farm  price  and 
income  problems  that  confront  the  primary  producers  in 
Canada.  In  Canada,  policy  measures  designed  to  maintain  or 
raise  producers'  incomes  by  restricting  supplies  may  consi¬ 
der  the  crucial  points  outlined  in  the  preceding  paragraph. 
The  analysis  presented  in  Chapter  6  incorporates  these  con- 
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siderat ions . 

Similar  to  Bauer  and  Paish's  attempt,  llelleiner1 
examined  Nigerian  marketing  boards.  Me  concluded  that 
marketing  boards  could  be  responsible  for  a  reduction 
in  the  number  of  middlemen  in  the  marketing  system  enabling 
producers  to  obtain  a  price  that  they  would  not  otherwise 
have  received.  Regulated  marketing  through  the  marketing 
boards  could  also  improve  the  quality  of  the  regulated  farm 
products.  In  addition,  the  policies  of  the  marketing  boards 
had  been  an  effective  instrument  in  the  mobilization  of 
savings  for  government  -  sponsored  development  programs. 

Helleiner's  paper  emphasizes  the  positive  effects 
and  lacks  a  rigorous  treatment  of  the  problems  involved  in 
generating  these  effects.  Like  Bauer  and  Paish,  it  does 
not  provide  proposals  for  reducing  the  violence  and  mag¬ 
nitude  of  the  temporary  fluctuations  in  the  incomes  of 
primary  producers.  These  fluctuations  can  be  generated 
due  to  variations  in  prices  or  in  the  size  of  the  crops. 
There  was  a  need  to  suggest  what  methods  could  reduce 
fluctuation  in  the  primary  producers'  prices  and  incomes 
with  as  little  effect  as  possible  on  the  rate  of  adapta¬ 
tion  of  supply  to  long-period  changes  in  demand.  A  stabi¬ 
lization  program  that  does  not  take  into  account  this  aspect 


1G.  H.  Helleiner,  "The  Fiscal  Role  of  Marketing 
Boards  in  Nigerian  Economic  Development,  1947-61,"  The 
Economic  Journal ,  Vol.  LXIV,  No .  295  (September,  1964). 
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would  be  classified  as  ineffective.  Moreover,  the  empiri¬ 
cal  contents  of  these  papers  are  not  adequate.  Most  of 
the  conclusions  are  theoretically  analyzed  and  proposals 
for  a  self-adjusting  method  to  smooth  fluctuations  in  in¬ 
comes,  rather  than  in  prices,  needed  to  be  empiricized  fur¬ 
ther  by  using  time  series  and  cross  section  analysis  for 
the  crops  concerned. 

Veeman's  study  on  New  Zealand  marketing  boards 
presents  an  analysis  and  evaluation  of  marketing  boards 
policies  as  used  in  the  New  Zealand  agricultural  sector. 
Several  farm  products  fall  under  their  jurisdictions  but 
the  study  concentrates  on  manufactured  dairy  products, 
milk,  meat  and  wool.  The  specific  goals  of  marketing 
boards  as  outlined  for  this  country  are  approximately  the 
same  as  for  other  countries.  These  are  :  (1)  increasing 

producer  prices  and  incomes,  (2)  stabilizing  fluctuations 
in  producers’  prices  and  incomes,  and  (3)  providing  some 
measure  of  equality  of  market  opportunities  or  market 
returns  between  producers.  The  concluding  section  of  the 
study  includes  a  general  discussion  of  the  various  means 
which  marketing  boards  may  use  to  increase  producer  prices 
and  incomes.  These  procedures  are  evaluated  in  terms  of 
their  effects  on  other  sectors  of  the  economy.  As  such, 
this  study  provided  insights  for  developing  the  framwork 
of  inquiry  presented  in  this  thesis. 

In  summary,  the  text  has  attempted  to  develop 


a  definition  of  a  marketing  board  which  is  relevant  to  the 
following  discussion.  In  addition,  a  market  classification 
has  been  introduced  which  focuses  on  jurisdiction  and  mar¬ 
ket  functions.  Its  introduction  should  be  useful  in  nar¬ 
rowing  and  defining  the  ensuing  discussion.  The  assorted 
views  of  several  authors  have  been  utilized  in  evaluating 
the  role,  objectives,  functions  and  successes  of  marketing 
boards.  Finally,  the  text  has  briefly  discussed  the 
role  of  the  marketing  boards  in  resolving  issues  within 
the  concepts  of  countervailing  power  and  stabilization 
schemes . 


CHAPTER  III 


BACKGROUND  TO  THE  DEVELOPMENT  OF  MARKETING  BOARDS 

Initiation  of  Cooperatives  in  Canada 

The  history  of  organized  agricultural  marketing 
in  Canada  is  closely  aligned  with  the  history  of  farm  or¬ 
ganizations  in  general.  Canadian  economic  historians  have 
recorded  a  number  of  farmers'  movements  and  government 
involvement  in  the  early  period  of  immigration  and  settle¬ 
ment.1  The  early  emphasis  of  these  movements  was  mainly 
in  the  farm  management  area.  Later  farm  people  started 
shifting  their  attention  to  a  market  oriented  policy  as 
producers  felt  that  their  countervailing  power  vis-a-vis 
the  more  concentrated  agribusiness  sector  was  deteriorat¬ 
ing  . 

In  the  latter  part  of  the  19th  century  Canadian 
farmers  sought  increased  selling  prices  through  joint  ac¬ 
tion  of  various  kinds  and  thus  gave  rise  to  the  formation 
of  several  cooperatives.  Table  3-1  traces  the  development 


Appendix  A  gives  important  historical  sequences 
in  the  development  of  agricultural  organization  in  Canada 
and  outlines  the  increasing  shift  towards  emphasis  on  or¬ 
ganized  marketing  of  farm  products. 
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Table  3-1 

DEVELOPMENT  OF  VARIOUS  COOPERATIVES  IN 
FARMING  SECTOR  OF  CANADA 


Year 

Particulars 

1903 

Local  single-unit  grain  cooperatives  organized  by 
farmers  competing  with  private  line  elevator 
companies  in  the  prairie  provinces. 

1905 

Farmers  decided  to  establish  a  cooperative 
commission  company  to  act  as  sales  agency  on 
the  central  market  at  Winnipeg.  Soon,  farmer 
cooperative  line  elevator  companies  modelled  after 
those  of  private  trade. 

1906 

Grain  Growers  Grain  Company  in  Manitoba. 

1911 

Saskatchewan  Cooperative  F.levator  Company. 

1913 

Alberta's  Farmers  Cooperative  Elevator. 

1914 

United  Farmers'  Cooperative  Company  was  formed 
in  Ontario  (Now  it  is  called  United  Cooperative 
of  Ontario) . 

1917 

Company  grain  marketing  companies  of  Manitoba 
and  Alberta  amalgamated  to  form  the  United 

Grain  Growers. 

In  Ontario,  several  farmers'  clubs  were  sponsored  by  Ontario 
Department  of  Agriculture  1900-1910. 


1918 

Maritime  Cooperatives  Limited  with  headquarters 
at  Moncton. 

1922 

Local  cooperatives  federated  to  form  La  Cooperative 
Federee  de  Quebec. 

1924 

Three  provincial  wheat  pools  (Manitoba,  Saskatchewan 
and  Alberta)  united  to  form  a  single  selling  agency 
known  as  the  Canadian  Cooperative  Wheat  Producers 
Limited. 

1929 

The  severe  depression  gave  rise  to  difficult 
problems  for  many  marketing  cooperatives.  Despite 
all  setbacks  during  the  depression  farmers  continued 
to  give  their  support  to  cooperatives. 

1935 

Consumers  Cooperative  Refineries  Ltd.  was 
established;  it  was  the  first  cooperative  oil 
refinery  in  the  world  with  its  relevance  to  the 
servicing  sector  of  agriculture. 

1930-1940  Special  legislations  that  facilitated  the 


1960 

development  of  credit  unions  in  a  number  of 
prov i nces . 

The  Canada  Department  of  Agriculture  received 
reports  on  2,881  cooperat i ves  excluding  credit 
unions.  Their  membership  was  1,608,208  and  $1.4 
billion  worth  of  business. 

1966 

There  were  2,538  cooperatives  excluding  credit 
unions  with  a  total  membership  of  1,625,300  and 
the  total  volume  of  business  increased  to  $1,96 
bill  ion . 

1968 

The  number  of  cooperatives  declined  to  2,469, 
with  an  increased  membership  of  1,723,000  and 
a  total  volume  of  business  of  $2.3  billion. 

Source : 

W.M.  Drummond  and  W.  Mackenzie,  Progress  and  Prospects 
of  Canadian  Agriculture.  Royal  Commission  on  Canada’s 
Economic  Prospects,  Ottawa,  January  1957  and  Canada 
Department  of  Agriculture.  Cooperation  in  Canada. 

Ottawa,  I960  68  (Extracted  Informat  ion) . 
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of  some  of  the  main  cooperatives  in  the  farming  sector  of 
Canada  during  the  period  1903  to  1968. 

In  the  1870's  farmers  organized  and  operated 
cheese  factories  and  creameries  in  Ontario  on  the  basic 
principles  of  cooperation.  It  was  in  the  period  from 
1890-1925  that  many  cooperatives  were  incorporated  under 
the  general  company  laws  of  various  provinces*1  During 
this  period  and  thereafter,  farmers  learned  a  great  deal 
from  actual  experience  with  voluntary  cooperation.  Most 
of  the  early  activities  were  local  in  nature,  as  farmers 
acquired  some  knowledge  of  the  problems  involved  in  mar¬ 
keting  their  products  and  in  purchasing  farm  requirements 
interest  in  the  extension  of  activities  became  apparent. 
This  development  was  most  pronounced  in  Western  Canada 
where  about  the  turn  of  the  century  agitation  for  the 
establishment  of  more  complete  marketing  services  to  take 
the  place  of  local  cooperative  elevators  got  underway. 

The  organization  of  the  Grain  Growers’  Grain  Company  in 
1906,  followed  by  the  Saskatchewan  Cooperative  Elevator 
Company  Limited  in  1910  and  Alberta  Farmers’  Cooperative 


Gradually,  special  cooperative  legislation 
was  introduced  in  various  provinces - -Nova  Scotia,  1908; 
Quebec,  1909;  British  Columbia,  1911;  and  Saskatchewan, 
1913.  W.  M.  Drummond  and  W.  Mackenzie,  Progress  and  Pros 
pects  of  Canadian  Agriculture ,  Royal  Commission  on 
Canada's  Economic  Prospects  (Ottawa:  1967),  pp .  288-290. 
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Elevator  Company  in  1913,  exemplify  the  development  of 
this  period.  They  represent  what  may  be  referred  to  as 
a  period  of  organization  along  provincial  lines.  In  addi¬ 
tion,  the  United  Farmers’  Cooperative  Company,  Limited, 
1914,  of  Ontario  and  the  Cooperative  Federee  de  Quebec, 
1922,  were  other  organizations  established  on  a  provin¬ 
cial  basis.  During  this  period  two  other  such  agencies, 
the  United  Fruit  Companies  of  Nova  Scotia,  1912,  and  the 
Okanagan  United  Growers  of  British  Columbia,  1913,  were 
created  to  cover  sections  of  these  provinces  where  fruit 
production  had  become  a  specialized  industry.1 

In  the  field  of  interprovincial  organization, 
United  Grain  Growers,  Limited  was  formed  as  a  result  of 
the  amalgamation  of  the  Grain  Growers'  Grain  Company  and 
the  Alberta  Farmers’  Cooperative  Elevator  Company  in  1917. 
Subsequently,  in  1924,  the  Canadian  Cooperative  Wheat  Pro¬ 
ducers,  Limited,  joined  with  its  affiliated  provincial 
units  to  form  a  unit  known  as  the  Wheat  Pool .  These  are 
well  known  examples  of  interprovincial  mergers. 

Not  content  with  confining  their  activities 
to  single  interprovincial  endeavours,  producer  organiza¬ 
tions  eventually  extended  their  efforts  to  include  organi- 


2J.  F.  Booth,  "Agricultural  Cooperation  in  Canada 
Agricultural  Cooperation  in  Canada ,  Edited  by  W.  M.  Drum¬ 
mond,  (Ottawa:  Canadian  Society  of  Technical  Agricultur¬ 
alists,  December,  1938). 


49 


zations  on  a  Dominion-wide  basis.  In  1918,  the  Canadian 
Cooperative  Wool  Growers  Limited  was  formed  with  branches 
in  all  provinces  and  in  succeeding  years  the  livestock  and 
poultry  pools  acquired  national  status.  In  the  case  of  the 
latter  organizations,  centralization  proved  difficult  to 
maintain  and  a  reversion  to  a  provincial  basis  of  operation 
was  found  necessary.  The  Wool  Growers’  Association,  how¬ 
ever,  is  beginning  its  third  decade  of  operation  on  a  na¬ 
tional  basis.  Thus,  in  a  period  of  a  little  more  than 
half  a  century,  a  movement  represented  at  first  by  small, 
unincorporated,  and  often  loosely  organized  associations 
passed  through  the  various  stages  of  provincial  and  inter¬ 
provincial  development  and  emerged  with  a  national  status. 

Economic  Rationale  for  the  Fluctuation  of  Cooperatives 
in  the  Canadian  Agricultural  Sector 

The  case  for  cooperative  arrangements  was  based 
on  the  assumption  that  each  commodity  or  service  would  be 
produced  or  performed  by  a  large  number  of  separate  and 
fairly  small-scale  operators  and  that  the  bargaining  power 
between  them  would  be  substantially  equal.  Apparently  this 
was  a  justifiable  assumption  from  about  1780  to  about  1850 
or  1860.  Gradually,  however,  the  steady  drive  for  in¬ 
creased  efficiency  as  a  means  to  additional  profits  led 
to  changes  in  the  physical  and  financial  organization,  with 
the  result  that  the  assumption  became  less  and  less  valid. 
The  nature  of  the  changes  varied  greatly  in  different  eco¬ 
nomic  groups,  depending  largely  on  the  type  of  activity 
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undertaken.  Generally  speaking,  the  manufacturing  and  com 
mercial  service  industries  found  that  the  secret  of  added 
efficiency  lay  in  intensive  specialization,  mechanization, 
standardization  and  operation  on  a  large-scale  basis. 
Large-scale  operation  meant  that  the  total  requirements  fo 
any  particular  product  or  service  could  be  met  by  a  small 
number  of  concerns.  The  number  needed  became  less  as  the 
scale  of  operations  increased.  In  contrast,  there  were 
other  types  of  activities,  of  which  agricultural  produc¬ 
tion  was  the  most  important,  in  which  increasing  efficiency 
was  accompanied  by  the  retention  of  large  numbers  of  rela¬ 
tively  small-scale  operators. 

From  the  farmer's  standpoint  these  differences 
in  the  nature  of  economic  development  had  two  important 
results.  In  the  first  place,  the  growing  divergence  be¬ 
tween  the  scale  of  operation  of  farmers  and  those  who 
bought  their  products  caused  a  steady  and  pronounced  de¬ 
cline  in  the  farmer's  bargaining  power.  In  the  second 
place,  the  replacement  of  many  small  marketing  concerns 
by  one  or  two  or  a  very  few  large  ones  made  it  less  cer¬ 
tain  that  there  would  be  active  competition  between  market 
ing  agencies  or  that  savings  obtained  through  increased 
marketing  efficiency  would  be  passed  on  to  farmers  in  the 
form  of  higher  prices. 

The  problem  presented  by  this  state  of  affairs 
was  how  to  arrange  things  so  that  selling  prices  equival¬ 
ent  to  those  resulting  from  the  active  competition  between 


large  numbers  of  separate  operators  would  be  obtained. 
Cooperative  marketing  had  represented  an  attempt  to  deal 
with  this  problem  on  the  part  of  farmers,  fishermen  and 
others  who  felt  themselves  victimized  by  the  prices  they 
had  to  accept.  In  practice,  the  actual  form  of  coopera¬ 
tion  had  varied  with  the  special  nature  of  the  circum¬ 
stances  or  the  special  objective  of  the  cooperators.  Where 
the  aim  had  been  to  get  better  prices  by  increasing  bar¬ 
gaining  power,  voluntary  cooperative  organizations  had  been 
formed  to  get  the  benefits  of  collective  bargaining  when 
negotiating  prices  and  other  conditions  of  sale.  This  type 
of  cooperation  was  well  exemplified  by  the  whole  milk  pro¬ 
ducer  associations  which  arranged  annual  or  semi-annual 
gentlemen's  agreements  with  representatives  of  the  milk 
distributors.  However,  it  was  felt  that  insufficient  com¬ 
petition  among  the  buyers  was  keeping  selling  prices  too 
low,  cooperation  had  taken  the  form  of  direct  participation 
in  marketing.  Marketing  cooperatives  were  used  to  supply 
the  competition  which  was  assumed  to  be  lacking.  In  all 
such  cases  the  cooperatives  were  intended  to  provide  com¬ 
petition  and  act  as  peacemakers  for  the  private  buying 
firms. 

While  a  great  deal  of  cooperative  marketing  had 
been  undertaken  in  order  to  compel  more  competitive  and 
therefore  higher  price  bidding,  it  was  also  true  that  many 
cooperatives  had  been  organized  because  it  was  felt  that 
the  existing  marketing  margins  were  unnecessarily  wide  be- 
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cause  of  sheer  inefficiency  and  that  cooperative  action, 
by  reducing  marketing  costs,  would  make  it  possible  for 
producers  to  receive  a  larger  share  of  the  consumer’s  dol¬ 
lar.  In  some  cases  competition  had  to  be  almost  eliminated 
in  order  to  achieve  real  marketing  efficiency.  It  was 
generally  realized  that,  in  order  to  perform  agricultural 
marketing  functions,  such  as  assembling,  packing,  grading, 
storing,  transporting,  advertising,  etc.,  at  all  efficient¬ 
ly,  operation  on  a  specialized  and  large-scale  basis  was 
necessary.  In  many  farming  districts,  however,  operation 
on  such  a  basis  was  not  possible  because  there  was  not 
enough  product  to  provide  each  of  several  competitors  with 
enough  volume  of  business.  In  many  cases  the  only  way  to 
secure  the  desired  volume  was  to  have  all  or  a  large  num¬ 
ber  of  the  farmers  arrange  to  perform  the  function  coopera¬ 
tively  . 

There  were  still  other  cases  where  the  trouble 
was  not  so  much  a  lack  of  volume  of  business  as  simply  the 
fact  that  the  activity  concerned  was  naturally  unsuited  for 
competition.  There  could  be  little  doubt,  for  example, 
that  the  business  of  transporting  milk  from  the  farms  to 
large  market  centres  could  be  done  much  more  efficiently 
where  milk  producers'  organizations  undertook  the  transpor¬ 
tation  of  their  members’  milk  on  a  cooperative  basis. 

This  tended  to  reduce  the  cost  of  transportation  by  reduc¬ 
ing  the  number  of  trucks  and  truckers,  increasing  the  aver¬ 
age  size  of  load,  shortening  the  distance  travelled  by  each 


. 
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truck,  and  cutting  down  the  time  required  to  complete  a 
trip.  Similar  conclusions  were  valid  for  other  farm  pro¬ 
ducts  . 

Some  Early  Achievements  of  Cooperatives 
in  Canadian  Agriculture* 

While  the  great  majority  of  cooperatives  were 
still  relatively  small  and  local  in  character,  many  of 
them  federated  to  form  regional  or  provincial  associations 
in  order  to  obtain  the  benefits  which  resulted  from  operat¬ 
ing  on  a  large  scale.  Also,  in  a  few  important  instances 
the  desire  to  get  additional  economies  of  scale  or  addi¬ 
tional  ability  to  bargain  or  influence  price  resulted  in 
interprovincial  or  even  national  organization. 

The  provincial  grain  marketing  cooperatives  of 
Manitoba  and  Alberta  amalgamated  to  form  the  United  Grain 
Growers  in  1917,  while  the  three  provincial  wheat  pools 
united  to  form  a  single  selling  agency  known  as  the  Cana¬ 
dian  Cooperative  Wheat  Producers,  Limited  in  1924.  Mari¬ 
time  Cooperatives  Limited,  with  headquarters  at  Moncton, 
was  a  further  and  more  recent  example  of  interprovincial 
cooperation.  It  acted  as  a  wholesale  cooperative  for  the 
entire  Maritime  area.  Organization  on  a  national  basis 
was  achieved  in  1918  when  the  Canadian  Cooperative  Wool 


*W.  M.  Drummond,  Agricultural  Cooperation  in 
Canada  (Ottawa:  Canadian  Society  of  Technical  Agricul¬ 
turalists  ,  1938) . 
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Growers  was  formed,  with  branches  in  all  provinces.  Prior 
to  that  time  producers  knew  almost  nothing  about  the  true 
market  value  of  their  annual  wool  clip.  Through  coopera¬ 
tive  efforts  Canadian  wool  was  better  graded,  standardized, 
and  properly  placed  on  all  the  markets  of  the  world.  For 
some  years  after  the  cooperatives  began  operating,  the 
spread  between  the  price  paid  by  the  cooperatives  and  that 
paid  by  the  private  dealers  was  very  wide.  Gradually,  how¬ 
ever,  the  competition  provided  by  Ihe  cooperatives  forced 
the  pr ivate buyer s  to  raise  their  buying  prices  to  the  level 
of  those  paid  by  the  cooperatives.  The  private  dealers 
were  only  able  to  stay  in  business  and  pay  these  higher 
prices  by  reducing  their  costs  and  taking  a  smaller  margin 
of  profit. 

In  Ontario,  the  Provincial  Department  of  Agri¬ 
culture  had  actively  sponsored  the  formation  of  farmers’ 
clubs  during  the  first  decade  of  this  century.  These  clubs, 
which  numbered  several  hundred  by  1913,  were  more  concerned 
with  improving  farm  production  methods  than  with  improv¬ 
ing  the  marketing  situation.  Partly  because  they  were  sub¬ 
ject  to  government  sponsorship  and  regulation,  and  partly 
because  it  was  felt  that  each  club  acting  alone  was  power¬ 
less  to  deal  effectively  with  marketing  and  general  economic 
problems,  the  United  Farmers'  Cooperative  Company  was 
formed  in  1914.  Its  purposes  were  to  provide  a  means 
whereby  the  clubs  could  associate  not  only  with  one  another 
but  with  all  other  local  cooperative  associations  in  the 
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province  in  undertaking  marketing  and  other  economic  acti¬ 
vities.  This  company,  later  known  as  the  United  Coopera¬ 
tives  of  Ontario,  steadily  expanded  its  scale  of  operations 
and  performed  cooperative  wholesale  functions  for  about  ISO 
local  affiliates  by  1959,  owned  by  60,000  Ontario  farmers. 

A  similar  development  occurred  in  Quebec  in  1922 
when  the  local  cooperatives  federated  to  form  La  Coopera¬ 
tive  Federce  de  Quebec.  This  organization  grew  continu¬ 
ously  and  rapidly  and  became  the  central  or  provincial 
wholesaler  of  375  local  cooperatives,  serving  50,000  Que¬ 
bec  farmers.  It  represented  75  percent  of  all  agricultural 
cooperatives  and  over  40  percent  of  all  the  province’s 
farmers.  By  1959  its  marketing  facilities  included  three 
abattoirs,  two  stations  for  receiving  slaughtered  animals, 
a  central  livestock  selling  agency,  two  poultry  processing 
plants,  three  egg  receiving  and  grading  centres,  a  grain 
elevator,  and  plant  for  manufacturing  butter  and  cheese 
boxes  and  cold  storage  and  warehouse  facilities. 

Total  investment  in  the  three  abattoirs  was 
$6,000,000  in  1959.  The  volume  of  livestock  handled  in¬ 
creased  rapidly  from  88,000  head  in  1954  to  61,000  head  in 
1959,  hogs  making  up  over  half  the  total.  The  three  pack¬ 
ing  plants,  the  livestock  sales  agency,  and  the  poultry 
processing  plant  were  all  supervised  by  Federce 's  livestock 
division  which  employed  twelve  full-time  animal  and  poultry 
husbandry  specialists.  These  men  helped  farmer  members 
with  production,  transportation,  feeding  and  financial 
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Prices  were  published  by  the  meat  division  on  all 
grades  and  weights  of  cattle,  calves,  sheep  and  lambs  each 
Friday  for  a  week  in  advance,  while  hog  prices  were  estab¬ 
lished  on  Monday.  While  most  of  Fedcree's  meat  and  poultry 
products  went  to  Quebec  and  Montreal,  a  considerable  part 
went  to  small  towns  as  far  cast  as  Gaspc  and  as  far  west 
as  Toronto.  A  great  deal  of  veal,  as  well  as  some  cured 
pork,  was  shipped  to  the  United  States,  while  many  cured 
products  went  to  the  British  West  Indies  and  Central  Ameri¬ 
ca  . 

The  Federee,  together  with  the  total  cooperatives, 
handled  from  20  to  25  percent  of  the  province’s  poultry 
and  eggs  by  1959.  Its  processing  plant  developed  a  capa¬ 
city  of  2,500  to  3,000  birds  an  hour  and  its  hatchery  had 
a  capacity  of  40,000  chicks.  Much  of  the  poultry  was  mar¬ 
keted  through  Federee ' s  meat  processing  plants  under  the 
Legrade  brand.  The  total  volume  of  processed  poultry 
handled  increased  140  percent  from  1955  to  1959,  while  the 
combined  volume  of  eggs  doubled  between  1954  and  1959. 

Until  the  meat  processing  facilities  were  expand¬ 
ed  in  1955,  the  marketing  of  dairy  products  was  the  larg¬ 
est  activity.  In  1960  Federee  and  its  local  affiliates 
marketed  30  percent  of  Quebec's  dairy  production.  A  great 
deal  was  marketed  directly  by  some  203  locals  which  oper¬ 
ated  cooperative  dairies,  while  Federee,  the  central  whole¬ 
sale,  handled  the  balance.  One  of  Canada's  largest  dairy 
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processors,  the  Granby  Cooperative,  was  affiliated  with 
Fcderec.  The  Granby  Cooperative  had  3,200  members  and  its 
sales  in  1959  were  about  20.0  million  dollars.  While  Co¬ 
operative  Federce  had  a  large  farm  supply  business,  nearly 
two  thirds  of  its  total  business  volume  was  represented  by 
its  marketing  activities. 

Initiation  of  Marketing  Boards  in  Canada 

In  their  attempts  to  secure  better  prices  and  in¬ 
creased  marketing  efficiency  through  cooperative  action, 
Canadian  farmers  found  that  there  were  limits  to  what  could 
be  accomplished  by  the  organization  and  operation  of  co¬ 
operatives  in  the  case  of  some  farm  products.  It  became 
more  and  more  apparent  that  the  very  fact  that  membership 
in  a  cooperative  was  voluntary  made  it  impossible  to  spread 
the  burdens  and  benefits  evenly  among  all  producers  of  cer¬ 
tain  commodities  and  to  exercise  the  degree  of  control 
which  must  be  exercised  if  specific  marketing  activities 
and  objectives  were  to  be  undertaken  and  achieved.  Experi¬ 
ence  led  farmers  to  conclude  that  what  they  needed  was  le¬ 
gislation  which  would  permit  100  percent  control  of  the 
product . 

This  conclusion  seems  valid  as  two  attributes  of 
cooperative  bargaining  institutions  have  been  alleged  as 
decisive  in  determining  their  economic  consequences  in  va¬ 
rious  environmental  settings.  One  has  been  their  inability 
or  lack  of  authority  to  control  production;  the  other  has 
been  the  weak  pecuniary  incentive  from  the  point  of  view  of 
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a  single  grower  to  join  or  remain  in  a  bargaining  associa¬ 
tion.  If  cooperatives  had  market  power,  it  was  reasoned 
that  it  was  because  they  had  control  over  the  disposition 
of  production  rather  than  over  the  quantity  produced.  The 
crucial  production  or  output  variable  was  determined  by 
the  decision  of  many  relatively  small  growers  acting  more 
or  less  independently  of  one  another. 

In  an  economic  system  characterizing  entrepren¬ 
eurship,  individualism  and  magnitude  of  performance,  it 
would  seem  difficult  to  expect  voluntary  surrendering  of 
prof i t -max imi zat i on  incentives  under  favourable  conditions 
obtained  in  the  market.  The  practice  of  these  cooperatives 
operating  within  an  oligopolistic  or  a  monopolistic  frame¬ 
work  demanded  for  either  proprietary  powers  or  a  very  ef¬ 
fective  organizational  force.  As  Professor  Galbraith  em¬ 
phasized  "in  practice,  a  cooperative  cannot  fully  control 
even  its  members.  They  arc  under  the  constant  temptation 
to  break  away  and  sell  their  full  production.  Then  they 
do  it  is  in  effect,  at  the  expense  of  those  who  stand  by 
the  cooperatives  ....  In  marketing  cooperatives,  the 
non -cooperator  or  recusant  gets  a  premium  for  his  non¬ 
conformance  .  " 1 

Farmers  unhappy  with  the  performance  of  coopera  - 


1  John  K.  Galbraith,  American  Capitalism:  The 

Concept  of  Countervailing  Power  (Cambridge:  The  Riverside 
Press ,  1966) ,  p .  161. 
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lives  seemed  to  become  more  convinced  of  the  importance 
of  being  able  to  manage  total  supply  more  rigidly  than 
was  possible  with  cooperatives  in  order  to  increase  the 
prices  for  farm  products  and  consequently  their  incomes. 
This  feeling  became  more  intense,  and  instead  of  correct¬ 
ing  some  of  the  causal  factors,  farmers  and  other  simi¬ 
larly  interested  groups  started  to  demand  more  rigidly 
controlled  institutions  in  order  to  regulate  the  marketing 
of  farm  products  in  a  systematic  and  organized  manner. 

This  led  to  the  creation  of  producer  controlled  marketing 
boards  with  compulsory  powers  to  control  marketings  of 
producers  of  an  individual  farm  commodity. 

The  first  marketing  board  was  initiated  in  Bri¬ 
tish  Columbia  during  1927.  Since  then,  there  has  been  a 
substantial  rise  in  the  number  of  marketing  boards.  The 
development  of  marketing  boards  has  been  under  the  legal 
authority  of  both  federal  and  provincial  legislation. 

Their  history  dates  back  to  the  years  of  the  great  depres¬ 
sion. 

With  the  deepening  of  the  Great  Economic  Depres¬ 
sion  in  the  1930's,  pressure  was  exerted  on  the  Federal 
Government  to  enact  legislation  that  would  provide  for  a 
more  orderly  marketing  of  Canadian  farm  products.  Despite 
considerable  opposition,  the  Natural  Products  Marketing 
(Canada)  Act  was  passed  in  July,  1934  and  led  to  the  in¬ 
stitution  of  the  Dominion  Marketing  Board  with  the  follow¬ 
ing  jurisdiction  of  powers:  1.  to  regulate  and  control 
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the  marketing  of  farm  products,  2.  to  delegate  these 
powers  to  local  boards  organized  by  producers  in  an  area, 
as  long  as  good  proportion  of  the  product  was  marketed 
either  interprovinc ial ly ,  or  internationally  within  the 
explicit  authority  of  the  Dominion  Marketing  Board.  Pro¬ 
vision  existed  for  intraprovincial  marketing  to  be  con¬ 
trolled  under  provincial  authority;  and  3.  delegated 
powers  to  regulate  imports  that  competed  with  regulated 
products,  but  not  the  movement  to  other  areas  in  Canada. 
Where  attempts  at  organization  of  local  boards  were  con¬ 
fronted  with  particularly  different  problems,  the  Dominion 
Board  was  empowered  to  regulate  directly  the  marketing  of 
the  particular  product  for  which  attempts  were  being  made 
to  organize  a  local  board.  In  such  cases,  intervention  by 
the  Dominion  Board  would  have  rendered  unnecessary  the 
establishment  of  a  local  board. 

In  addition,  the  Dominion  Board  was  empowered  to 
regulate  and/or  restrict  imports  that  competed  with  regu¬ 
lated  domestic  products.  It  would  have  been  unlikely, 
therefore,  that  a  local  market,  once  stabilized,  could  hav 
been  upset  by  the  inflow  of  farm  products  from  alternative 
sources  of  supply  outside  a  province.  This  regulation, 
however,  did  not  pertain  to  interprovincial  trade.  In  the 
event  of  any  disruption  in  trade  from  this  course,  the  mat 
ter  was  simply  referred  to  the  Dominion  Marketing  Board. 

In  order  that  the  quantity,  quality,  time  and 
place  of  marketing,  as  well  as  the  establishment  of  pools 
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for  the  equalization  of  returns,  could  be  regulated,  it 
was  necessary  that  all  producers  of  a  particular  commodity 
register  and  obtain  a  1 icense  to  market  their  products. 
Provision  was  also  made  in  the  legislation  for  a  revocation 
of  all  licences  for  contraventions  of  the  Board’s  regula¬ 
tions.  Moreover,  it  provided  for  investigation  of  market 
conditions,  performance  and  conduct,  and  it  also  empowered 
the  Board  to  prosecute  for  attempts  to  obtain  excessive 
margins,1  as  well  as  for  other  market  practices  that  were 
considered  injurious  to  healthy  trade.2 

By  September,  1935,  twenty -two  marketing  schemes 


lln  1931  there  began  a  series  of  decisions  re¬ 
lating  to  provincial  marketing  legislation  holding  that 
certain  charges  incidental  to  marketing  schemes  were  taxes 
and  so  needed  the  test  of  direct  taxation.  The  fact  that 
a  marketing  scheme  was  otherwise  justifiable  under  a  regu¬ 
latory  power  could  not  give  validity  to  charges  character¬ 
ized  as  indirect  taxation.  Several  constitutional  implica¬ 
tions  were  involved  and  reference  to  some  of  the  series 
like  Lawson  vs.  Interior  Fruit  and  Vegetable  Committee  be¬ 
fore  the  Supreme  Court  of  Canada,  Lower  Mainland  Dairy  Pro¬ 
ducts  Sales  Adjustment  Committee  vs.  Crystal  Dairy  Ltd., 
etc.  is  relevant.  Bora  Laskin,  "Provincial  Marketing  Le¬ 
vies:  Indirect  Taxation  and  Federal  Power,"  University  of 

Toronto  Law  Journal,  Vol.  13  (1959-60). 

2A  marketing  board  was  viewed,  therefore,  as  a 
means  of  eliminating  competition  among  the  producers  of  a 
particular  commodity  in  a  given  area.  It  was  empowered  by 
legislation  to  restrict  output  whenever  it  was  considered 
that  over-supply  threatened  stability  of  the  market.  At 
the  same  time,  it  facilitated  a  diversion  of  surplus  pro¬ 
ducts  to  lower  priced  alternative  markets  without  unduly 
depressing  prices  on  the  domestic  market.  The  stabilized 
market  could  then  be  protected  from  foreign  competition 
through  import  restrictions. 
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were  recommended  to  the  Governo r - i n -Counc i 1 .  These  schemes 
were  mainly  for  particular  farm  products  in  British  Colum¬ 
bia,  Ontario  and  Nova  Scotia.1  While  the  boards  that  were 
set  up  to  administer  these  schemes  were  experimenting  with 
their  new  powers  under  the  Act  of  1934,  the  Supreme  Court 
of  Canada  was  examining  its  legality.  In  November,  1935 
the  Dominion  Government  referred  the  Act  to  the  Supreme 
Court  of  Canada  and  accepted  no  further  applications  for 
the  establishment  of  marketing  schemes. 

The  Supreme  Court  of  Canada  later  opinioned  that 
the  Agricultural  Products  Marketing  (Canada)  Act  was  ultra 
vires-- i.e.,  regulation  vested  in  the  Dominion  Board  in¬ 
volved  not  only  interprovincial  and  international  trade, 
but  also  trade  which  was  "entirely  local  and  of  purely 
local  concern."  In  addition,  the  Court  ruled  that: 

Regulation  of  individual  trade,  or 
trades  in  individual  commodities  in 
this  sweeping  fashion  is  not  competent 
to  the  Parliament  of  Canada  and  as  such, 
a  scheme  of  regulation  is  not  practi¬ 
cable  in  view  of  distribution  of  legis¬ 
lative  powers  enacted  by  the  Constitu¬ 
tion  Act  without  the  cooperation  of  the 
provincial  legislation  .... 

This  opinion  was  later  referred  to  the  Judicial  Committee 
of  the  Privy  Council,  whose  judgement  on  this  matter  up¬ 
held  the  decision  of  the  Supreme  Court.  In  view  of  this 


1L.  E.  Poetschke  and  W.  Mackenzie,  The  Develop¬ 
ment  of  Producer  Marketing  Boards  in  Canadian  Agriculture 
(Edmonton,  Alberta:  Department  of  Extension,  University 
of  Alberta,  1960),  p.  10. 


decision,  the  Act  of  1934  was  repealed  in  January,  1937. 

In  anticipation  of  the  ruling  of  the  Supreme 
Court,  British  Columbia  passed  its  own  Natural  Products 
Marketing  (British  Columbia)  Act,  and  made  it  valid  the 
day  after  the  decision  of  the  Supreme  Court  was  handed 
down  in  June,  1936.  The  Act  was  identical  in  substance  to 
the  Federal  Act.  Ontario  and  New  Brunswick  were  quick  to 
follow  with  similar  acts  in  1937.  In  1938  the  Chamber  of 
Agriculture  recommended  that  each  province  pass  an  act  of 
its  own  and  that  the  Dominion  Government  pass  enabling 
legislation  that  would  allow  for  the  control  of  interpro¬ 
vincial  and  international  trade. 

By  1940  all  provinces  except  Quebec  had  enacted 
some  form  of  legislation  for  the  marketing  of  farm  product 
In  that  year,  the  Canadian  Federation  of  Agriculture  again 
approached  the  Federal  Government  on  the  question  of 
federal  marketing  legislation.  In  fact,  the  Federation 
drafted  and  presented  a  short  bill  for  the  Government's 
approval.  By  this  time,  however,  war  had  broken  out  in 
Western  Europe,  and  the  invocation  of  the  War  Measures  Act 
gave  the  Federal  Government  rights  of  regulation  and  con¬ 
trol  that  were  even  greater  in  scope  than  those  envisaged 
in  any  proposed  marketing  legislation. 

At  the  conclusion  of  the  War  in  1945,  the  Canadi 
an  Federation  of  Agriculture  was  invited  to  participate 
with  Government  representatives  in  the  drafting  of  a  short 
bill  for  submission  to  Parliament.  Out  of  these  delibera- 
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tions  emerged  the  Agricultural  Products  Marketing  (Canada) 
Act  of  1949  which  was  quite  similar  in  nature  and  scope  to 
the  bill  presented  by  the  Federation  of  Agriculture  in 
1940. 

Agricultural  Products  Marketing  (Canada)  Act  of  1949 

This  Act  gave  the  Federal  Government  authority 
to  delegate  to  provincial  boards  powers  to  control  and  re¬ 
gulate  interprovincial  and  international  trade  of  locally 
produced  farm  products.  Thus,  a  provincial  board  could 
regulate  the  outflow  of  its  own  product  to  markets  outside 
the  local  market,  but  it  remained  powerless  to  regulate  the 
inflow  of  farm  products  from  alternative  sources  of  supply 
outside  the  province. 

Another  development  in  the  field  of  federal  legis¬ 
lation  began  in  1957  when  it  was  ruled  that  a  levy  raised 
for  tax  price  stabilization  for  pooling  purposes  consti¬ 
tuted  an  indirect  tax.  As  such,  this  was  beyond  the  auth¬ 
ority  of  a  provincial  government.  The  Agricultural  Pro¬ 
ducts  Marketing  (Canada)  Act  was,  therefore,  amended  to 
allow  for  a  delegation  of  authority  in  order  to  raise 
levies  on  a  provincial  basis. 

Two  other  aspects  to  the  development  of  marketing 
legislation  for  farm  commodities  should  also  be  reviewed. 
These  refer  to  the  institutions  of  federal  and  provincial 
authority  over  special  types  of  marketing  institutions  with 
exclusive  control  over  the  interprovincial  and  international 
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trade  in  wheat  and  coarse  grains  except  corn,  as  well  as 
some  control  over  particular  types  of  dairy  products.  The 
federal  marketing  institutions  were  the  Canadian  Wheat 
Board,  established  in  1935,  and  the  Canadian  Dairy  Commis¬ 
sion,  set  up  in  1966.  The  provincial  marketing  institutions 
which  derived  their  powers  exclusively  from  the  provincial 
governments  were  the  milk  marketing  boards  of  the  various 
prov i nces . 

During  the  depression  of  the  1930’s,  the  grain 
economy  of  Western  Canada  was  confronted  with  difficult 
economic  problems.  Relatively  low  farm  prices  and  income 
as  well  as  crop  failures  resulted  in  widespread  mortgage 
foreclosure,  farm  abandonment,  and  general  economic  dis¬ 
tress  throughout  the  Prairies.  Under  the  Canadian  Wheat 
Board  Act  of  1935,  the  Canadian  Wheat  Board  was  estab¬ 
lished  to  deal  with  the  problems  of  the  prairie  wheat 
economy . 

An  important  goal  of  the  Canadian  Wheat  Board 
has  been  to  rationalize  the  flow  of  grain  from  Western  pro¬ 
vinces  to  markets.  In  order  to  achieve  this  goal,  the 
Board  instituted  a  quota  system  designed  to  regulate  the 
flow  of  grain  to  the  commercial  elevator  system  and  to  main¬ 
tain  equity  in  the  opportunity  for  delivery  between  grain 
producers . 


Establishment  of  Provincial  and  Local 
Producer  Marketing  Boards 

Provincial  marketing  boards  and/or  councils  were 
appointed  by  the  Lieutenant -Governors - in -Counc i 1  of  the 
provinces  to  administer  in  varying  degrees  the  marketing 
legislation  of  their  province.  Under  the  terms  of  the  va¬ 
rious  Provincial  Marketing  Acts,1  the  Lieutenant -Governor  - 
in-Council  of  each  province  was  empowered  to  appoint  a 
provincial  board.  There  were  also  considerable  variations 
in  the  regulations  and  powers  of  supervision  that  had  been 
vested  in  provincial  marketing  boards. 

In  the  case  of  Prince  Edward  Island,  New  Bruns¬ 
wick,  Saskatchewan  and  British  Columbia,  local  producer 
marketing  boards  derived  their  powers  directly  from  the 
Lieutenant -Governor- in-Council  and  many  acted  almost  as 
autonomous  units.  In  the  other  six  provinces,  the  Provin¬ 
cial  Marketing  Boards  or  Councils  supervised  the  operations 
of  local  producer  boards  more  closely  than  was  the  case 
with  the  four  provinces  referred  to  earlier.  Among  all  the 
provinces,  however,  there  has  been  considerable  variation 
in  the  methods  of  establishing  local  producer  marketing 
boards  and  the  selection  of  members  to  them.  In  some  pro¬ 
vinces  such  as  Prince  Edward  Island,  Quebec,  Ontario,  Sas- 


1 Appendix  B  gives  the  names,  dates  and  descrip¬ 
tions  of  the  provincial  marketing  legislations  under  which 
the  marketing  boards  were  established  in  each  province. 
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katchewan  and  Alberta,  a  marketing  plan  for  a  particular 
farm  commodity  could  not  be  established  on  a  permanent 
basis  without  a  vote  having  first  been  taken  by  producers 
who  might  be  affected  and  would,  therefore,  be  required  to 
participate  in  the  marketing  plan. 

In  Alberta  a  minimum  number  of  producers  have 
to  register  in  order  to  be  entitled  to  vote  on  a  plan,  and 
they  must  represent  a  specified  quantity  of  the  product 
marketed.  These  figures  are  varied,  depending  upon  the 
product,  the  total  number  of  producers,  and  the  powers 
requested.  If  an  insufficient  number  of  producers  regis¬ 
tered  or  if  they  represented  an  insufficient  portion  of  the 
product  marketed,  there  was  no  vote  on  the  plan.  However, 
if  the  minimum  registration  requirements  were  met,  than  a 
simple  majority  of  those  producers  having  registered  voting 
in  favour  of  the  plan  would  put  it  into  operation. 

In  the  case  of  Prince  Edward  Island,  a  plan  has 
to  be  approved  by  at  least  60  percent  of  the  producers 
voting  in  the  area  where  the  plan  is  to  be  applied.  In 
British  Columbia,  however,  marketing  schemes  were  approved 
by  the  L ieutenant -Governor  -  in -Counc i 1 .  A  scheme  might  be 
submitted  to  a  plebiscite,  but  this  was  generally  not  re¬ 
quired.  In  Manitoba,  although  it  was  not  mandatory,  a  plan 
has  to  be  submitted  to  the  vote  of  those  producers  whose 
income  from  the  sale  of  the  product  to  be  regulated  exceeds 
$500  annually. 

In  the  case  of  Newfoundland,  Nova  Scotia  and  New 
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Brunswick,  although  it  is  not  necessary  to  hold  a  plebi¬ 
scite,  no  marketing  scheme  can  be  established  unless  the 
Provincial  Marketing  Board  is  satisfied  that  the  scheme 
was  approved  by  a  satisfactory  proportion  of  producers. 

In  Nova  Scotia  and  Newfoundland,  all  the  producers  or  mar¬ 
keters  were  required  to  approve  the  marketing  plan,  whereas 
in  New  Brunswick  all  those  engaged  in  the  marketing  of  the 
produce  have  to  do  so. 

In  general,  members  of  local  producer  marketing 
boards  were  appointed  or  elected  on  the  basis  of  the  pro¬ 
visions  of  the  particular  marketing  schemes.  In  most  pro¬ 
vinces,  the  schemes  or  plans  had  to  be  approved  by  produc¬ 
ers.  It  might  be  concluded,  therefore,  that  marketing 
boards  are  virtually  controlled  by  its  producer  members. 

For  example,  in  Manitoba,  where  a  plebiscite  is  not  re¬ 
quired,  the  Act  stipulated  that  members  of  a  producer 
board  must  be  elected  by,  and  from,  the  producers  of  the 
regulated  commodity  who  sell  through  the  producer  board. 

In  Quebec,  a  marketing  plan  can  designate,  in¬ 
stead  of  a  producer  board,  a  professional  syndicate  com¬ 
posed  exclusively  of  producers  of  farm  products,  or  a 
cooperative  farm  product  association  that  has  as  its  sole 
objective,  the  marketing  of  farm  products  to  perform  the 
same  function  as  would  a  producer  controlled  board.  The 
operations  of  such  a  syndicate  are  subject  to  the  approval 
of  an  annual  meeting  of  its  producers. 
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Appointment  of  Marketing  Commission  and  Producers 
Associations  Under  Provincial  Acts 

The  Manitoba  Act  also  provided  for  the  estab¬ 
lishment  of  marketing  commissions  as  distinct  from  producer 
marketing  boards.  This  Act  empowered  the  Lieutenant- 
Governor-  in  Council  to  set  up  industry  commissions  compris¬ 
ing  farm  operators,  processors,  and  other  members  of  the 
agribusiness  group  and  even  consumers.  This  represented  a 
total  industry  approach  to  the  problems  of  price  and  income 
stability  confronting  the  particular  sector  of  the  agricul¬ 
tural  industry  in  that  province. 

The  legal  status,  extra-provincial  relations,  and 
the  powers  vested  in  a  marketing  commission  were  identical 
to  those  of  producer  marketing  boards.  The  main  distinc¬ 
tion  lay  in  the  fact  that,  whereas  the  members  of  the  lat¬ 
ter  were  elected  by  and  from  the  producers  of  the  regulated 
commodity,  the  members  of  the  marketing  commission,  repre¬ 
senting  various  groups  that  had  an  interest  in  the  commo¬ 
dity,  were  appointed  by  the  Lieutenant  Governor - in -Counc i 1 . 
A  marketing  commission  could,  therefore,  be  establishd  with 
the  power  to  regulate  marketing  and  to  set  producer  quotas. 
Its  members  could  represent  wholesaler,  processors  and  pro¬ 
ducers,  as  well  as  other  interest  groups. 

The  Alberta  Marketing  Act  also  provided  for  the 
establishment  of  marketing  commissions  to  be  appointed  by 
the  Lieutenant -Governor -  in -Counc il .  Commissions  so  ap¬ 
pointed,  however,  could  not  act  as  regulatory  bodies  or 
fix  production  quotas.  They  could  determine  the  time  and 


- 
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the  place  at  which,  and  agencies  through  which,  the  regu¬ 
lated  commodity  was  marketed  by  producers  on  a  purely 
voluntary  basis.  The  commission  could,  however,  with  the 
approval  of  the  Alberta  Agricultural  Products  Marketing 
Council  prohibit  anyone  from  marketing  or  processing  an 
agricultural  product  except  under  the  authority  of  a  li¬ 
cense  granted  by  it.1 

The  Ontario  Marketing  Act  provided,  in  addi¬ 
tion,  for  the  establishment  of  producers'  marketing  boards, 
and  for  designation  of  Producers'  Associations.  In  the 
case  of  non  -  regulated  products,  a  group  of  producers  could 
request  that  an  Association  of  Producers  incorporated  in 
the  Agricultural  Associations  Act,  or  the  Cooperatives 
Act,  could  be  designated  as  the  representative  association 

for  all  producers  of  a  particular  commodity  in  the  province. 

. 

If  the  Ontario  Marketing  Boardswere  not  satisfied  that  a 
majority  of  producers  were  in  favour  of  this  request,  the 
Lieutenant  Governor- in-Council  could  designate  the  incor¬ 
porated  association  as  the  representative  of  all  producers 
within  the  Province. 

In  general,  every  producer  of  the  regulated  pro- 


xIn  Alberta,  producer  boards  were  granted  the 
power  of  setting  prices  for  producers  and/or  to  issue  mar¬ 
keting  quotas  as  a  requirement  of  the  Council  that  there 
be  an  Industry  Advisory  Committee  appointed  by  the  Council 
to  guide  the  board  on  these  matters.  Such  committee  con¬ 
sisted  of  all  segments  of  the  industry  involved  (e.g., 
broiler  processors,  feed  dealers,  hatcherymcn ,  consumers 
and  producers  also  from  the  grower  association). 
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duct  could  be  deemed  to  hold  a  licence  for  marketing  the 
farm  commodity.1 

Establishment  of  Local  Boards  Under  the 
Provincial  Marketing  Act 

Roles  assigned  to  the  local  producer  boards  dif¬ 
fered  in  methods  and  approach  according  to  the  provisions 
contained  in  the  various  Provincial  Marketing  Acts.  Local 
boards  have  been  empowered  to  purchase  the  commodities  from 
producers  in  some  provinces. 

Price  Setting  by  the  Local  Marketing  Boards 

Two  provinces  explicitly  limited  the  powers  of 
a  local  producer  marketing  hoard  to  setting  prices  for  pro- 


^ach  provincial  act  (Appendix  B  )  provides  the 
delegation  of  authority  to  local  boards  for  the  licensing, 
revoking  and  cancelling  of  licences  as  well  as  the  prohi¬ 
biting  of  marketing  of  a  regulated  commodity  without  a 
license.  It  provides  for  the  licensing  of  marketers,  where¬ 
as  in  some  provinces  there  is  provision  for  the  licensing 
of  both  producers  and  marketers.  Licensing  is  for  the 
purpose  of  registration  and  for  taking  legal  action  if  the 
person  registered  fails  to  remit  his  fee  or  provide  certain 
information  as  specified  in  the  rules  of  registration.  It 
is  only  through  the  licensing  technique  that  legal  action 
may  be  taken.  Constitutionally,  the  marketing  boards  de¬ 
rive  their  powers  to  levy  fees  and  issue  licences  from 
section  92  (9)  (the  licensing  power) ,  section  93  (13) 
(property  and  civil  rights)  and  (2  (16)  (local  and  private 
matters)  of  the  British  North  America  Act  (1867).  The 
regulatory  aspects  of  licensing  might  be  justified  under 
the  two  latter  heads,  and  the  revenue  features  under  sec¬ 
tion  92  (9).  In  cases  of  several  judicial  disputes,  the 
license  fees  have  been  justified  as  fees  for  services  under 
sections  92  (13)  and  92(16).  Legal  controversies  exist 
in  the  framework  of  these  sections  and  many  court  decisions 
are  available  in  which  the  powers  of  marketing  boards  have 
been  ruled  out  under  these  sections  of  the  British  North 
America  Act. 


. 

- 


ducers  only.  In  Manitoba  a  local  marketing  board  could  fix 
the  maximum  or  minimum  price  or  both  at  which  the  regulated 
product  under  its  jurisdiction  could  be  sold  by  a  producer. 
In  Nova  Scotia  a  local  board  could  set  the  fair  or  minimum 
price  paid  to  a  producer  for  his  product. 

In  the  case  of  the  four  provinces  of  British 
Columbia,  New  Brunswick,  Newfoundland  and  Prince  Edward 
Island,  the  legislation  permitted  local  boards  to  set 
prices  at  other  levels  in  addition  to  those  that  were  to 
be  paid  to  the  producer  for  his  commodity.  In  British 
Columbia  and  New  Brunswick  the  local  board  might  fix  a 
price  or  prices  as  "maximum  and  minimum"  at  which  a  regu¬ 
lated  product  was  sold.  In  the  case  of  Newfoundland,  the 
local  marketing  board  adopted,  determined  or  accepted  fair 
"maximum  or  minimum"  prices  at  which  the  regulated  product 
could  be  sold  for  any  class,  grade  or  variety,  either  at 
the  wholesale  or  retail  level  or  both.  In  Prince  Edward 
Island  the  legislation  permitted  the  local  board  to  deter¬ 
mine  the  maximum  spread  that  dealers  and/or  any  designated 
agency  could  add  to  the  price  paid  by  them  for  the  regu¬ 
lated  product  of  any  variety,  grade,  class  or  size. 

In  the  Ontario  and  Alberta  Acts,  the  local 
boards,  as  principal  or  agent,  may  control  the  marketing  of 
a  particular  regulated  product.  Similarly,  the  Saskatche¬ 
wan  Act  provides  that  boards  may  buy  the  regulated  product 
as  principal  or  agent,  whereas  in  Nova  Scotia,  the  Pro¬ 
vincial  Act  prohibits  any  person  other  than  the  board  from 


marketing  the  regulated  product.  In  other  provinces,  even 
though  the  local  board  may  set  the  producer  price  and  de¬ 
termine  to  whom  the  producer  sells  his  product,  it  does 
not  assume  title  to  the  product  at  any  time 

Distribution  of  Proceeds 
from  Sales  of  Farm  Products 

The  Provinces  of  British  Columbia,  Alberta,  Mani 
toba,  Ontario,  Quebec  and  Prince  Edward  Island  provided 
for  the  authorization  of  pools  for  the  distribution  of  the 
proceeds  received  from  the  sales  of  the  regulated  product. 
Each  received  a  share  of  the  total  in  relation  to  the 
amount,  variety,  size,  grade  and  class  of  the  regulated 
commodity  that  was  delivered  by  him. 

Fixing  of  Quotas-  A  Technique 
of  Supply  Management 

A  "quota  privilege"  a  constituent  part  of  sup¬ 
ply  management,  could  be  granted  by  an  organi zat ion  -  -  a  mar 
keting  board - -through  its  legal  powers  and  practical  capa¬ 
bility  to  put  restrictions  on  the  quantities  delivered  to 
the  market  in  question.  Quota  was  quantitatively  defined 
in  a  way  as  to  fix  an  upper  limit  on  the  quantities  of  a 
product  that  a  producer  could  supply  to  the  market.  This 
was  termed  as  an  aggregate  market  allowance.  Technically, 
it  entitled  the  producers  to  a  certain  proportion  of  the 
total  quantity  supplied  to  the  restricted  market.  Quota 
privileges  were  either  transferable  (transfer  of  quota  pri 
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vileges  from  their  present  holder  to  another  person)  or 
non • t rans ferabl e  (quota  privileges  could  not  be  trans¬ 
ferred  from  their  present  holder  to  another  person).  Fi¬ 
xation  of  an  aggregate  market  allowance  was  interpreted 
as  a  technique  of  price  fixing  by  fiat.  Allowing  for  an 
aggregate  market  allowance,  the  board  fixed  a  price  and  the 
quota  privileges  were  then  determined  as  fractions  of  the 
total  aggregate  market  allowance.  Beside  fixing  an  aggre¬ 
gate  market  allowance,  boards  could  also  place  restrictions 
on  the  production  of  a  farm  product,  and  these  "quotas” 
took  the  form  of  "production  quotas." 

Each  Provincial  Act  stipulated  that  a  local  pro¬ 
ducer  board  might  set  quotas  in  one  form  or  another.1  In 
the  case  of  Prince  Edward  Island,  the  Act  provided  that  a 
local  board  could  control  marketing.  It  stipulated,  how¬ 
ever,  that  a  board  could  not  control  production  of  a  commo¬ 
dity.  It  contended  that  the  latter  was  ultra  vires  of  the 
British  North  America  Act.  In  British  Columbia,  Alberta 
and  Ontario,  the  Acts  stipulated  that  local  boards  could 


Several  marketing  boards  in  Canada  adopted  ei¬ 
ther  one  or  two  practical  methods  of  regulating  the  sup¬ 
plies  of  particular  farm  commodities.  The  first  involved 
the  allocation  of  either  production  or  marketing  quotas 
which  were  of  two  types:  (i)  a  fixed  basic  quota  allocated 
to  each  regular  producer  ,  and  based  on  the  magnitude  of  the 
physical  production  facilities  on  his  farm  unit  at  the  time 
that  inventories  of  facilities  were  taken,  and  (ii)  an  an¬ 
nual  crop  quota  determined  by  reference  to  the  basic  quota. 
The  second  practical  method  of  controlling  supply  involved 
a  restriction  on  entry  of  new  producers  into  particular 
sectors  of'the  agricultural  industry. 
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provide  for  marketing  on  a  quota  basis  and  that  they  might 
allot  quotas  to  producers,  refuse  to  allot  quotas,  reduce  a 
quota  allocation  and  even  refuse  to  increase  a  quota.  The 
Ontario  and  Quebec  Acts  provided  for  quotas  on  production, 
as  well  as  on  marketing. 

Bill  C - 1 7 6 -  - In i t iat ion  of  The  National  Farm 
Products  Marketing  Council 

During  the  1960’s  severe  marketing  and  price 
problems  were  experienced  in  the  farming  sector  and  led 
to  the  rapid  growth  of  marketing  boards  within  several  pro¬ 
vinces.  The  internal  development  within  the  Canadian  agri¬ 
cultural  and  food  system  and  the  increasingly  difficult 
world  agricultural  situation  created  the  need  for  clari¬ 
fication  of  several  constitutional  issues.  Producers  and 
provincial  governments  came  to  recognize  the  serious  limi¬ 
tations  of  the  provincial  approach  so  far  used  in  the  mar¬ 
keting  board  technique.  Pressures  for  federal  legislation 
to  provide  for  national  marketing  structures  began  to  de¬ 
velop.  A  specific  proposal  for  such  legislation  was  pre¬ 
pared  by  the  Canadian  Federation  of  Agriculture  in  1963, 
but  even  so  there  was  not  sufficient  support  for  the  whole 
of  agriculture. 

The  creation  of  the  Canadian  Dairy  Commission  to 
establish  a  comprehensive  approach  to  milk  production  and 
marketing  was  the  next  step.  Then  the  agreement  to  provide 
national  legislation  for  egg  marketing  generated  support 
for  other  commodities.  In  1970,  a  draft  Act  was  laid  be- 
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before  the  parliament  to  provide  the  national  enabling 
legislation.  As  the  marketing  problem  in  eggs  and  broilers 
worsened,  the  so-called  ’’Chicken  and  Egg  War"  between  groups 
of  producers  and  provinces  indicated  a  further  need  to 
solve  these  problems  on  a  national  basis.1 

These  were  the  background  reasons  that  led  to  the 
adoption  of  Bill  C-176  by  the  House  of  Commons  on  December 
30,  1971,  authorizing  the  establishment  of  the  National 
Farm  Products  Marketing  Council  and  subsequently,  the  Na¬ 
tional  Marketing  Agencies  for  farm  products.  Bill  C-176 
was  assented  on  January  12,  1972  and  an  Act  cited  as  "The 
Farm  Products  Marketing  Agencies  Act"  came  into  operation 
to  establish  the  National  Farm  Products  Marketing  Council. 
This  authorized  the  stablishment  of  national  marketing  agen¬ 
cies  for  farm  products.2  Appendix  C  gives  the  details  of 
the  Farm  Products  Marketing  Agency  Act. 

Summary 

The  history  of  organized  agricultural  marketing 


Geoffrey  Hiscocks,  "Theory  and  Evolution  of  Agri¬ 
cultural  Market  Regulations  in  Canada,"  Market  Regulation 
in  Canadian  Agriculture ,  Occasional  Series  No.  3  (papers 
presented  at  the  Marketing  Board  Seminar, 

January  6  and  7,  1972. 

2These  central  marketing  agencies  could  be  estab¬ 
lished  for  any  farm  product  under  the  specified  procedure. 
The  central  egg  and  turkey  marketing  agencies  have  already 
been  established  and  the  central  broiler  chicken  marketing 
agency  is  expected  to  be  in  existence  soon. 
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in  Canada  is  closely  aligned  with  the  history  of  farm  or¬ 
ganizations  in  general.  The  early  emphasis  of  organiza¬ 
tional  developments  was  relevant  to  farm -management  ori¬ 
entation  which  shifted  to  market  orientation  as  the  farmers 
felt  that  their  countervailing  power  vis-a-vis  the  more 
concentrated  agribusiness  was  deteriorating.  Consequently, 
Canadian  farmers  sought  increased  selling  prices  through 
joint  action  of  various  kinds;  cooperatives  were  an  impor¬ 
tant  part  of  this  action  during  the  latter  part  of  the  19th 
century.  The  whole  case  for  cooperative  arrangements  was 
based  on  the  assumption  that  each  commodity  or  service  . 
would  be  produced  or  performed  by  a  large  number  of  sepa¬ 
rate  and  fairly  small-scale  farmers  and  that  the  bargaining 
power  between  them  would  be  substantially  equal.  Though 
the  growth  in  the  number  and  scope  of  marketing  boards  was 
extensive  during  the  early  period,  farmers,  however,  rea¬ 
lized  that  there  were  limits  to  what  could  be  accomplished 
by  the  organization  and  operation  of  cooperatives  in  Canada. 
It  became  more  and  more  apparent  that  the  very  fact  that 
membership  in  a  cooperative  was  voluntary  made  it  impos¬ 
sible  to  spread  the  burdens  and  benefits  evenly  among  all 
producers  of  a  commodity  and  to  exercise  the  degree  of  con¬ 
trol  which  was  required  to  be  exercised  if  certain  kinds 
of  marketing  activities  and  objectives  were  to  be  under¬ 
taken  and  achieved.  It  has  been  recognized  that,  in  prac¬ 
tice,  a  cooperative  cannot  fully  control  its  members.  This 
concern  led  to  the  demand  for  and  ultimately  the  creation 


of  the  enabling  marketing  legislation  for  farm  products  un¬ 
der  which  the  various  provincial  producers'  marketing 
boards  were  established.  The  growth  of  marketing  boards 
has  undergone  various  legislative  developments  and  in  1949, 
the  Agricultural  Products  Marketing  (Canada)  Act  became  the 
main  legal  strength  for  the  provincial  governments  to  pass 
their  respective  provincial  legislation  to  establish 
provincial  marketing  councils,  marketing  boards  and  commis¬ 
sions  in  order  to  administer  provincial  marketing  legisla¬ 
tion  in  their  jurisdiction. 

During  the  1960's  the  concept  of  marketing 
boards  was  well  established  in  all  provinces  of  Canada. 

This  development  led  to  continuing  pressures  for  federal 
legislation  in  order  to  provide  for  national  marketing 
structures.  Ultimately,  by  virtue  of  Bill  C-176  assented 
to  by  the  Federal  Parliament  on  January  12,  1972,  the  Na¬ 
tional  Farm  Products  Marketing  Act  came  into  effect,  es¬ 
tablishing  the  National  Farm  Products  Marketing  Council. 


CHAPTER  TV 


Till:  DIMENSIONS  OF  MARKETING  BOARDS  OPERATING  IN  CANADA 


The  previous  chapter  outlined  and  analyzed  the 
historical  development  of  marketing  board  use  in  Canada. 
Analysis  indicated  that  the  adoption  of  quota  policies 
by  marketing  boards  was  initiated  by  the  economic  problems 
of  the  depression  of  the  1930's.  Since  then,  the  scope  of 
marketing  quotas  has  continuously  expanded  and  their  use 
simultaneously  rationalized  on  the  basis  of  their  capacity 
to  maintain  stability  in  the  relevant  sectors  of  Canadian 
agriculture . 

In  view  of  this  expansion,  the  importance  of  the 
increasing  scope  and  dimension  of  marketing  boards  is  exa¬ 
mined  before  attempting  an  economic  evaluation  of  the  quota 
policies  of  a  selected  marketing  board  in  Chapter  VI. 

Growth  in  the  Number  of  Marketing  Boards 

The  first  marketing  Board  in  Canada  was  estab¬ 
lished  in  1927  in  British  Columbia.1  With  a  brief  lapse, 
the  number  of  marketing  boards  has  continuously  increased 

Appendix  A. 
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since  then.  The  fastest  growth  in  their  number  was  experi¬ 
enced  during  the  1955-69  period.  There  were  only  32  mar¬ 
keting  boards  in  1956,  increasing  to  76  by  1960,  90  by 
1964.  and  102  by  1965.  In  1969  there  were  122  marketing 
boards.  During  1970  several  regional  milk  boards  in  Que¬ 
bec  were  consolidated,  resulting  in  a  decline  in  the  total 
number  of  marketing  boards  from  122  in  1969  to  94  in  1970. 

In  1971  the  number  of  marketing  boards  further  declined 
to  93.  Table  4-1  presents  a  summary  of  the  marketing 
boards  in  Canada  by  province  and  products  for  the  period 
1957-71.  Figure  4-1  depicts  the  increase  in  the  number  of 
marketing  boards  in  Canada  for  the  same  period. 

A  province -wide  examination  for  1969  indicates 
that  64,  or  more  than  50  percent,  of  the  marketing  boards 
were  located  in  the  Province  of  Quebec.  Twenty-two,  about 
18.0  percent,  were  in  Ontario  and  9,  or  7.0  percent,  in 
British  Columbia.  It  indicates  that  95  out  of  122  marketing 
boards  (about  77.0  percent)  were  located  in  three  provinces, 
Quebec,  Ontario  and  British  Columbia.1  The  proportion  for 
1970  and  1971  changed  substantially  because  of  the  consoli¬ 
dation  of  various  milk  boards  in  Quebec.  However,  Quebec, 
Ontario  and  British  Columbia  continued  to  have  the  larg¬ 
est  number. 


^his  indicates  only  the  proportion  of  number  and 
not  the  percentage  of  sales  in  dollars,  in  which  case  the 
Canadian  Wheat  Board  covering  the  Prairie  Provinces  may 
have  a  substantial  proportion. 


MARKETING  BOARDS  IN  CANADA  AND  PRODUCTS  UNDER  JURISDICTION  OF  MARKETING  BOARDS  BY  PROVINCE 

1956-71,  CROSS  SECTION  AND  TIME  SERIES  ANALYSIS 
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Recently,  however,  eggs  and  broiler  marketing  boards  are  operating  in  all  ten  provinces  (1973) 


MARKETING  BOARDS  IN  CANADA  1956  THROUGH  1971 
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1956 


Number  of  Producers  Affected  by  Marketing  Boards 

Data  in  Table  4-2  suggest  that  an  increasing 
number  of  farmers  marketed  their  produce  through  marketing 
boards  during  1957-1 971  period.  The  increasing  trend  is 
depicted  in  Figure  4-2.  In  1957,  for  example,  165,562 
farmers  marketed  their  produce  through  marketing  boards. 

This  number  increased  to  445,844  in  1969  and  was  489,488 
in  1971.  While  over  50.0  percent  of  the  marketing  boards 
were  located  in  the  Province  of  Quebec  in  J969,  only  19.5 
percent  of  the  Quebec  farmers  marketed  their  produce  through 
marketing  boards. 

In  contrast,  less  than  20.0  percent  of  the  market¬ 
ing  boards  were  located  in  Ontario,  but  more  than  25  per¬ 
cent  of  the  total  number  of  farmers  marketed  their  pro¬ 
duce  through  marketing  boards.  In  the  Prairie  Provinces, 
grain  farmers  constituted  the  single  largest  group  of 
farmers  who  marketed  their  products  through  marketing 
boards  (Canadian  Wheat  Board) . 1 

Proportion  of  Farm  Cash  Receipts  Generated  by  the 
Products  Regulated  Under  Marketing  Boards 

Another  way  to  evaluate  the  expansion  in  the 
operation  of  marketing  boards  is  to  look  at  the  increasing 


1  This  included  189,532  farmers  who  marketed 
their  wheat  through  the  Canadian  Wheat  Board  and  the  re¬ 
maining  256,350  marketed  their  farm  products  through  vari¬ 
ous  other  marketing  boards  in  1969.  In  1971,  the  number 
of  prairie  farmers  selling  their  wheat  through  the  Canadi¬ 
an  Wheat  Board  was  175,641.  This  made  the  total  number  of 
farmers  under  marketing  boards  equal  to  489,488  in  1971  as 
compared  to  489,907  a  year  earlier. 


. 


' 

. 


84 


FIGURE  4-2 

NUMBER  OF  PRODUCERS  WHOSE  PRODUCTS  WERE  UNDER 
JURISDICTIONS  OF  MARKETING  BOARDS  IN  CANADA- - 
1957  THROUGH  1971 


Numbers 


Years 


NUMBER  OF  PRODUCERS  WHOSE  PRODUCTS  WERE  UNDER  JURISDICTION  OF  MARKETING  BOARDS  IN  CANADA, 
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proportion  of  agricultural  commodities  that  have  been 
sold  through  various  producers'  marketing  boards  in  Canada. 
Both  cross  section  and  time  series  data  were  used  to  esti¬ 
mate  the  change  in  proportion  of  farm  products  as  regulated 
by  marketing  boards  during  the  1957-1971  period. 

Cross  Section  and  Time  Series  Analysis 

1957-1959  -  -  Estimated  percentages  in  Table  4-3 
suggest  a  continuously  increasing  importance  of  marketing 
boards  in  all  provinces.  Cross  section  and  time  series 
data  together  indicate  that  although  a  third  of  Canadian 
farmers  were  affected  by  marketing  boards  in  1957,  many  of 
them  sold  part,  but  not  all,  of  their  produce  under  the  mar¬ 
keting  plans  established.1  Sales  under  such  plans  accounted 
for  11.6  and  13.0  percent  of  cash  income  from  sales  of 
agricultural  products  in  1957  and  1958,  respectively  (Table 
4-3).  The  proportional  change  between  1958  and  1959  was 
small . 

On  a  province -wide  basis,  only  in  Nova  Scotia 
was  there  a  substantial  change  in  the  proportion  of  agri¬ 
cultural  produce  sold  through  marketing  boards.  The  in¬ 
crease  was  from  2.4  percent  in  1958  to  7.1  percent  in 


lAs  the  individual  marketing  boards  in  the  1957- 
58  period  directed  the  marketing  of  only  one  agricultural 
product  or  of  a  small  group  of  closely  related  products, 
the  share  of  total  agricultural  produce  sold  through  mar¬ 
keting  boards  was  considerably  smaller  than  the  propor¬ 
tion  of  producers  affected. 


' 


. 
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1959. 1 

In  Ontario  and  British  Columbia  a  substantial 
proportion  of  the  agricultural  produce  was  marketed  through 
producers'  marketing  boards  in  the  1957-59  period.  The 
small  gain  from  1957  to  1959  in  Ontario  was  accounted  for 
largely  by  the  establishment  of  the  Ontario  Wheat  Produ¬ 
cers'  Marketing  Board.  In  most  other  provinces  the  market¬ 
ing  boards'  share  of  total  sales  of  farm  products  changed 
only  slightly  (Table  4-3).  These  changes  could  be  attri¬ 
buted  to  shifts  in  the  relative  income  from  various  agri¬ 
cultural  products.  In  Ontario,  for  example,  there  was  a 
substantial  increase  in  the  value  of  hogs  and  dairy  pro¬ 
ducts  marketed  in  1958-59  as  compared  with  1957;  this  in¬ 
crease  was  associated  with  a  corresponding  increase  in 
the  value  of  products  marketed  by  marketing  boards  in 
Ontario  and  the  rest  of  Canada.2 

1960  - 1964  -  -  In  1960  the  value  of  agricultural 
marketings  under  marketing  board  plans  in  Canada  increased 


JThe  addition  of  business  for  the  Cape  Breton 
Milk  Marketing  Board  which  was  established  in  1958  led  to 
a  sizeable  increase  in  marketing  boards'  business.  No 
business  was  reported  for  the  Nova  Scotia  Cape  Breton  Milk 
Marketing  Board  in  1958. 

20ntario  accounted  for  nearly  90  percent  of  all 
produce  marketed  through  provincial  marketing  boards  in 
Canada.  The  relatively  large  cash  income  from  farm  pro¬ 
ducts  in  Ontario  contributed  to  this  predominance  but  the 
main  cause  of  it  was  that  Ontario  was  the  only  province 
in  which  a  large  share  of  the  total  agricultural  output 
was  marketed  through  marketing  boards.  L.  E.  Drayton, 
Marketing  Boards  in  Canada ,  1959  National  Summary  (Ottawa: 
Economics  Branch,  Canada  Department  of  Agriculture,  Febru¬ 
ary,  1961) ,  p .  6 . 
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VALUES  AND  PROPORTION  OF  AGRICULTURAL  COMMODITIES  REGULATED  BY  PRODUCERS’  MARKETING 
BOARDS  IN  CANADA,  VALUE  IN  $000  AND  PROPORTIONS  IN  PERCENTAGES, 
CROSS-SECTION  AND  TIME-SERIES  DATA  1958-1971 
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Producers  receipts  as  reported  by  some  marketing  boards  were  based  on  a  crop  year  and  as  reported 
by  others  included  certain  marketing  charges. 


to  $422  million  from  $380  million  in  1959  (from  13.6  per¬ 
cent  of  the  total  farm  products  marketed  to  14.6  percent). 
The  main  factor  contributing  to  this  growth  was  the  increase 
in  the  Quebec  share  (from  6.0  percent  to  13.0  percent  as 
given  in  Table  4-3).1  The  total  value  of  agricultural 
marketings  decreased  slightly  in  Canada  during  1960. 

The  provinces  of  Alberta,  Saskatchwan,  Manitoba 
and  Quebec  reported  small  decreases  in  the  sale  of  farm 
products  for  the  year.  While  there  was  a  decline  in  total 
value  of  farm  products  marketed,  the  marketing  boards’ 
share  of  the  total  increased  (representing  15.2  percent 
of  the  total  farm  products  marketed).  The  development  of 
marketing  board  plans  and  the  increased  amount  of  produce 
marketed  through  them  in  Quebec  caused  a  shift  in  Ontario’s 
marketing  share  from  nearly  90.0  percent  to  77.0  percent 
on  a  national  basis. 

There  was  another  increase  in  the  value  of 
sales  of  farm  products  under  marketing  boards  in  1961.  On 
a  national  basis,  the  sales  value  increased  by  $13.1  mil¬ 
lion.  The  proportion  of  farm  sales,  compared  with  the 
total  farm  cash  income,  increased  to  14.7  percent  in  1961 
compared  with  14.5  in  1960.  Ontario  led  in  importance  in 
marketing  board  sales  with  $348  million  (77.0  percent). 

}The  sales  under  the  Quebec  marketing  plans  in¬ 
creased  from  $25.0  million  in  1959  to  $70.0  million  in 
1960.  V.  A.  Heighton,  Marketing  Boards  in  Canada,  1960 
National  Summary,  (Ottawa:  Economics  Division,  Canada  De¬ 
partment  of  Agriculture,  March,  1962),  p.  3. 


Quebec  followed  Ontario  with  $63.0  million  (14.0  percent), 
and  British  Columbia  followed  Quebec  with  $16.0  million 
(11.6  percent ). 1 

The  1962  sales  of  farm  products  under  marketing 
boards  accounted  for  $452  million,  representing  an  increase 
of  1.7  percent  in  the  total. 

In  1963  the  value  of  farm  products  sold  through 
marketing  boards  reached  $460  million,  an  increase  of  $8.0 
million  over  1962.  It  represented  14.2  percent  of  the 
total  farm  cash  income  received  by  Canadian  farmers  from 
the  sale  of  their  farm  products,  slightly  above  the  1962 
figure.  Ontario’s  share  in  this  total  value  increased  by 
$363  million’s  worth  of  farm  products  under  different  mar¬ 
keting  schemes  (representing  about  80  percent  of  the  total 
value  of  farm  products  marketed  by  marketing  boards  in 
Canada  and  37  percent  of  the  total  cash  income  from  the 
sales  of  all  farm  products  in  Ontario) . 

In  1964  there  was  another  increase  in  the  abso¬ 
lute  value  of  sales  of  farm  products  through  marketing 
boards  but  the  percentage  of  the  total  did  not  change. 
Ninety  marketing  boards  reporting  business  activities 


Marketing  board  sales  shown  as  a  percentage  of 
farm  cash  income  are  given  in  Table  4-3  where  the  evident 
order  of  importance  by  province  can  be  ascertained  as: 
Ontario,  39.2  percent;  Quebec,  14.3  percent;  British  Col¬ 
umbia,  11.6  percent;  Nova  Scotia,  9.6  percent;  New  Bruns¬ 
wick,  4.8  percent,  and  Prairie  Provinces,  each  under 
1.0  percent. 
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sold  $488  million  (14.1  percent  of  the  total)  worth  of 
farm  products  during  the  year. 

Total  producers’  receipts  for  the  reporting 
marketing  hoards  increased  from  $488  million  in  3964 
to  $537  million  in  1965,  an  increase  of  $49.0  million 
or  10  percent.  Despite  this  10  percent  increase  in  ab¬ 
solute  value  of  sales  between  1964  and  1965,  farm  cash 
receipts  as  a  proportion  of  the  total  cash  income  re¬ 
mained  unchanged  at  14  percent.1 

1965- 1971 --Provincial  analysis  indicates  that  an 
increase  in  total  producers'  farm  cash  receipts  in  British 
Columbia  was  exper ienced - - f rom  $25  million  in  1964  to 
$26.0  million  in  1965.  Producers'  receipts  under  market¬ 
ing  boards  accounted  for  16.2  percent  of  the  total  cash 
income  from  sale  of  farm  products  in  British  Columbia. 

In  Ontario,  cash  receipts  under  marketing  boards  increased 
by  about  $24  million  (6.6  percent)  in  1965  over  1964. 
Similarly,  in  Quebec  the  value  of  producers'  receipts  from 
reporting  boards  increased  from  $62.0  million  in  1964  to 
$70.0  million  in  1965  (or  by  13  percent).  Also,  in  Nova 
Scotia  producers'  receipts  increased  by  15  percent  over 
1964  . 


^otal  producers'  receipts  under  marketing 
boards  can  be  further  dichotomized  as  receipts  of  pro¬ 
ducers  under  boards  operating  as  or  through  marketing 
agencies,  amounting  to  $286  million  (53  percent),  and 
under  boards  operating  as  negotiating  agencies,  $251  mil¬ 
lion  (47.0  percent). 
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Producers’  receipts  for  the  114  marketing  boards 
reporting  business  activities  in  1966  amounted  to  $1,794 
million1,  and  represented  41.9  percent  of  the  total  cash 
income  from  the  sale  of  agricultural  produce.  Producers’ 
income  under  boards  operating  as  or  through  marketing 
agencies  amounted  to  $1,464  million  (82  percent)  and  under 
boards  operating  as  negotiating  agencies,  $325  million  (18 
percent) . 

There  was  a  substantial  increase  from  $1,795 
million  in  1966  to  $2,037  million  in  1967,  an  increase  of 
14  percent.  The  proportion  of  farmers'  cash  income  under 
marketing  boards  increased  to  $42.2  million  in  1966,  to 
$56.9  million  in  1967  and  to  $61.2  million  in  1968.  In 
percentage  terms,  this  trend,  as  a  proportion  of  farm  cash 
income  received  under  marketing  boards,  increased  from 
16.2  percent  in  1965  to  22.5  percent  in  1966,  to  32.0  per¬ 
cent  in  1967  and  to  29.7  percent  in  1968.  Similarly,  in 
1969  and  1970  an  upward  trend  continued  both  in  absolute 
and  percentage  terms.  In  1969,  $62.6  million  worth  of 
sales  were  made  under  the  marketing  boards,  these  increased 
to  $67.7  million  in  1970.  Proportionately,  however,  a 
slight  reduction  was  experienced  in  1970  as  the  percentage 
share  dropped  from  31.6  percent  in  1969  to  30.5  percent 
in  1970. 


^his  includes  receipts  from  the  Canadian  Wheat 
Board  during  1966. 


' 


93 


On  a  provincial  basis,  Table  4-3  indicates  that 
there  was  an  upward  trend  in  both  the  absolute  value  of 
farm  products  marketed  under  the  marketing  boards  and  in 
the  proportionate  share  in  the  total  farm  cash  receipts  in 
all  provinces  reporting  marketing  boards  during  1966-70 
period.  The  most  prominent  increases  occurred  in  Quebec, 
Ontario  and  British  Columbia,  whereas  Ontario  has  the  high¬ 
est  proportion  of  its  farm  products  sold  under  the  provin¬ 
cial  marketing  boards. 

Table  4-4  demonstrates  the  percentage  increase 
in  value  of  sales  of  farm  products  for  five-year  periods 
between  1958  and  1971.  This  analysis  is  made  on  a  commo¬ 
dity  basis  for  the  country  as  a  whole  and  substantiates 
the  data  found  in  Table  4-3. 

Receipts  and  Proportions  by  Sale 
of  Various  Farm  Commodities 

Table  4-5  is  included  to  show  the  dimension  and 
importance  of  marketing  boards  according  to  different 
Canadian  farm  products  sold  under  their  jurisdictions  for 
1966-71  period.  Starting  in  1966,  sales  of  grain  accounted 
for  97.3  percent;  potatoes  and  vegetables,  25.1  percent; 
fruits,  59.7  percent.  In  almost  each  of  these  farm  pro¬ 
ducts  there  was  an  improvement  in  the  total  value  of  sales 
of  farm  commodities  under  marketing  boards  in  1967.  In 
1968  dairy  products,  poultry  and  egg  sales  under  marketing 
boards  further  increased  as  a  proportion  of  the  total  sales 
of  farm  products  over  1967  ratios.  In  1970,  68.8  percent 


94 


rO 

cd 

H 


W 

w 

H 

W 

PQ 

CO 

w 

>H 

< 

CO 

fJL, 

o 

w 

.H 

£ 

Uh 

o 


< 

Q 

< 

< 

u  co 

I— I 

*  co 
CO  >H 
Q  J 
ctf  < 

<  55 
o  < 

PQ 

CO 

u  w 

55 

hh  OP 
H  W 
W  CO 
« 

&  W 

<  s 


O 

CO 

HH 

C* 

< 

Dh 

s 

o 

u 


0) 

MWH 

<D  ctJ  x 

o 

CM 

to 

to 

OO 

rH 

ID  X  CTJ  CTl 

ctJ  c  c»  <-* 

CO 

in 

oo 

| 

00 

to 

1 

1 

1 

1 

in 

0)  0)  X  1  *• 

r- 

in 

in 

rH 

Tf 

r^ 

MO  OO 

in 

rH 

rH 

rH 

in 

U  hrnn 

3  4)  r-H  CTl 

l-H  ft.  rH 

0) 

00  rH 

a)  rt  inN 

LO 

00 

to 

O 

in 

o 

in 

00 

ID  X  X  CD 

CTl  C  CTj  rH 

r^ 

CM 

| 

CM 

o 

1 

| 

to 

rH 

4)  4>  4>  1  Of 

rH 

co 

i 

CM 

sO 

o 

to 

X  O  Xl^ 

rH 

rH 

rH 

rH 

OX  X 

C  1)10  01 

HH  CL,  rH 

x 

CM 

04 

CM 

in 

rf 

o 

04 

if) 

Tt- 

OO 

rH 

m 

rH 

in 

so 

ID 

rH  4)  O 

<V| 

00 

to 

04 

in 

in 

in 

CM 

X 

DHO 

* 

A 

•k 

1 

•k 

A 

1 

1 

•k 

* 

*k 

Jh 

O)  mo 

m 

04 

in 

rH 

r- 

CM 

04 

sO 

O 

H  W 

to 

to 

LO 

r* 

O 

Tt 

rj* 

X 

vO 

CM 

CM 

4)' 

ftj 

CM 

rH 

CTJ 

4) 

3 

00  1^ 

C 

4)  0j  ID  X 

rH 

r- 

in 

04 

in 

to 

in 

c 

ID  X  X  CTl 

< 

(D  fi  HH 

tO 

in 

to 

CM 

00 

CM 

1 

rH 

to 

0 

to 

4)  4)  4)  i  <w> 

CVI 

00 

X 

04 

00 

o 

so 

ID 

X  o  >n<nj 

rH 

rH 

to 

CD 

rf 

TJ 

U  X  X 

CM 

u 

C  H)  *D  CTl 

CTJ 

H  rH 

o 

ml 

00 

C 

to 

oo 

CD 

CM 

00 

04 

CM 

o 

sO 

04 

•H 

t/> 

oo 

H- 

X 

vO 

in 

04 

00 

CTl 

r- 

to 

X 

f-~-  4)  O 

oo 

O 

CD 

04 

in 

CM 

sO 

CD 

sO 

04 

4> 

OHO 

* 

M 

•> 

•k 

«k 

•k 

1 

•k 

r 

•k 

•k 

X 

CD  CTj  O 

CD 

04 

CM 

LO 

X 

o 

rH 

X 

H  (D<D 

rH 

f'. 

to 

to 

CM 

tN 

to 

CTJ 

ro 

I-l 

rH 

O 

S 

rH 

. 

4) 

CTJ 

00  OH 

-3 

4)  CTj  tD  X 

CTJ 

(D  X  X  Ol 

in 

CD 

CH 

04 

00 

00 

04 

in 

04 

C 

Cfl  C  CtJ  rH 

1 

• 

CTJ 

4>  4>  4)  i  «N® 

rH 

CM 

r^ 

INI 

00 

rH 

o 

INI 

sO 

o 

X  O  Xeo 

rH 

rH 

to 

X 

in 

CM 

O  X  m 

o 

0) 

CS  <U  lts  CD 

rH 

X 

HH  0-1  iH 

3 

X 

3 

CM 

04 

*-H 

CD 

CM 

rH 

INJ 

oo 

CM 

O 

u 

ID 

O 

X 

r- 

rH 

oo 

IO 

O 

rH 

•H 

N  4)  O 

o> 

rH 

X 

00 

to 

O 

rH 

O 

X 

OHO 

•k 

00 

CTi  n)  o 

o 

X 

rH 

sO 

LO 

in 

in 

CM 

t^~ 

CM 

< 

rH 

H  C/5  V* 

3- 

O 

04 

CM 

CM 

CM 

rH 

rH 

in 

r-N 

rH 

rH 

04 

4>  X 

X 

1 

3  oo 

x  m 

ID 

H" 

to 

to 

o 

in 

in 

m 

sO 

rH  CD 

00  4)0 

O 

Ol 

o 

CM 

oo 

o 

to 

vO 

in 

3 

rH 

IDHO 

X 

CD 

in 

vO 

r-. 

in 

CM 

o 

i 

to 

U 

CT)  CTJ  O 

fik 

•H 

«k 

rH  CO  X* 

CD 

to 

in 

to 

to 

CTl 

in 

rH 

CM 

X 

cd 

CD 

CD 

oo 

INI 

INJ 

fH 

rH 

sO 

OO  s 

to 

< 

CTJ 

X 

X 

o  o 

4-> 

* 

c  X 

4) 

u 

o 

s 

c 

X 

X 

CTJ 

4> 

ID 

X 

X 

4; 

nj  OQ 

ID 

•k 

rH 

P. 

X 

ID 

X 

4) 

ID 

nJ 

+-> 

CTJ 

Q 

<J 

4) 

4) 

X 

•H 

>1 

4) 

4) 

CTJ 

s 

ID 

CQ 

00 

4> 

CT3 

O 

uCT 

X 

4) 

rH 

CTJ 

a 

U 

X 

> 

o. 

C 

o 

ID  ID 

3 

CTJ 

CTJ 

ctJ 

u 

4)  4) 

CT3 

00 

uCT 

s 

U  W 

rH  *H 

O 

3 

CTj  X 

X 

CO 

ID 

uCT 

CO  -H 

ft. 

O 

4) 

X 

T3 

u 

« 

O 

ID 

X 

M 

4) 

o 

X 

o 

X 

X 

X 

X 

ID 

X 

tH 

rJ 

U 

g 

X 

ID 

CTt 

4) 

CTJ 

•H 

CTJ 

4) 

rH 

0> 

< 

X 

1 

•H 

00 

X> 

C 

X 

3 

4) 

«H 

3 

-C 

H 

3 

o 

CTJ 

o 

o 

o 

O 

X 

X 

O 

o 

4-* 

O 

o 

u 

Q 

3C 

H 

a: 

ft. 

uu 

!S 

(X, 

ft. 

o 

H 

CO 

of  dairy  products  were  sold  under  marketing  boards,  while 
the  proportions  for  poultry  and  eggs  were  52.0  and  20.9 
percent,  respectively.1  For  dairy  products  this  could  be 
attributed  to  a  provincial  plan  for  milk  that  was  put  into 
effect  in  Quebec  in  1969.  Receipts  of  five  hog  marketing 
boards,  representing  $213  million,  accounted  for  46  percent 
of  the  cash  income  from  the  sale  of  hog  products.  In 
total,  the  number  of  producers'  marketing  boards  increased 
by  25  percent  in  1969  over  1968,  and  producers'  receipts 
increased  by  about  $114  million. 

Four  new  boards  came  into  existence  during  19702, 
although  the  share  of  sales  did  not  change  a  great  deal  be¬ 
tween  various  commodities.  The  estimated  percent  of  Cana¬ 
dian  producer  receipts  from  marketing  boards  of  total  farm 
cash  income  were:  grains,  88.3  percent;  dairy  products, 
68.8  percent;  fruits,  55.0  percent;  hogs,  52.2  percent; 
poultry,  52.0  percent;  vegetables,  27.0  percent;  eggs, 


^his  increase  may  be  attributed,  for  dairy  pro¬ 
ducts,  to  a  provincial  plan  for  milk  that  came  into  effect 
in  Quebec  in  1969  to  cover  all  of  the  province,  while 
earlier  only  regional  plans  were  in  effect.  Thirty-six 
dairy  boards  reported  their  sales  amounting  to  $390  mil¬ 
lion  and  represented  about  58.0  percent  of  the  cash  income 
from  the  total  sales  of  dairy  products  in  Canada. 

Marketing  boards  had  jurisdiction  over  most  of 
the  wheat,  oats,  barley  and  tobacco  grown  in  Canada  with 
more  than  $800  million  in  producers'  receipts. 

2The  British  Columbia  Grape  Marketing  Board,  the 
Alberta  Fresh  Vegetable  Commission,  the  Saskatchewan  Com¬ 
mercial  Egg  Producers'  Marketing  Board  and  the  Newfoundland 
Egg  Marketing  Board. 


Table  4-5 


RECEIPTS  AND  PROPORTION  OF  AGRICULTURAL  COMMODITIES 
UNDER  PRODUCER  MARKETING  BOARDS  IN  CANADA 


Cummod  i  Ho*; 

1966 

Cash  1  ncome 

From  Sales  of 

Agricu Itural 

Products 

Producers' 

Receipts 

Va  1  uo 

Proport  1  on 

t'000 

% 

Wheat .  cals  A  liar  ley 

1 ,148,4  57 

1,117,821 

97.3 

Polotoos  ft  vegetables 

159,089 

39,946 

25.1 

Frui  tv, 

75,88.5 

45,318 

59.7 

Tobacco 

117,911 

158,299 

100.0 

Cattle  A  Calves 

888,299 

0 

0.0 

Hf>gs 

421,0)6 

165,941 

39.4 

Dairy  Products 

584,429 

174,129 

29.8 

Pou 1 1 ry 

232,569 

49,706 

21  .4 

tins 

169,755 

0 

0.0 

Forest  A  Maple  products 

37,560  . 

15,371 

40.9 

Others 

435,795 

_ 28,404 

6.5 

TOTAL 

4,280,033 

1,794,935 

41.9 

1967 

Wheal,  oats  A  barley 

1,200,409 

1,176,679 

98,0 

Potaloes  A  vegetables 

147,216 

42,558 

28.9 

Irults 

81  ,778 

47,299 

57.8 

Tobacco 

141  ,405 

139, '962 

100.0 

Cat  Mo  A  Cal vos 

922,333 

0 

0.0 

Hog*. 

408,783 

174,048 

42.6 

Dairy  Products 

629,4  38 

314,883 

50.0 

Pou  1  try 

224,740 

76,990 

34.3 

ft|<|s 

148,640 

1 3, 162 

8.9 

Forest  A  Maple  products 

35,175 

25,682 

73.0 

Others 

422,152 

30,676 

7.3 

total 

4,385,175 

2,041,939 

46.6 

1968 

Wheat,  oats  A  liar  ley 

1,125,942 

1,106,920 

98.3 

Pot  .itoes  A  vegetables 

155,041 

46,342 

29.9 

F  r  u  1 1  s 

86.579 

50,268 

58.1 

Tobacco 

142,374 

148,761 

100.0 

Cat  1 lo  A  Calves 

989,389 

0 

0.0 

Horjs 

409,900 

168,977 

41.2 

Dairy  Products 

644,223 

329,250 

51.1 

Pou 1  try 

277,952 

88,317 

38.7 

Lqijs 

163,821 

17,051 

10.9 

Others 

418,353 

47.476 

11.3 

TOTAL 

4,363,216 

2,004,162 

45.9 

1969 

Wheat,  oats  A  barley 

824 , 957 

69(i,931 

83.3 

Pol cj fo»*»  A  viiqo  1  .-ill lob 

157,717 

54,784 

34.7 

I  ru  i  fs 

8  7, 5  74 

4 1 , 262 

47.2 

robacr o 

144,94 1 

1 56 . 397 

100.0 

(J.jHU;  A  Ca  1  wc-. 

964,116 

0 

0.0 

Hmjs 

461,305 

212,995 

46.2 

Dai  ry  Produc  t  •*. 

676,946 

389,727 

57.6 

Pou 1 1  r  y 

249,641 

111, 988 

44.8 

J  fvr> 

188,450 

19,500 

10.  3 

4  35.835 

60. 104 

IT.  5 

fOlAl 

4,205,528 

1,723,688 

4  1 .0 

1970 

Wfi'M  t  ,  <wlr.  A  Ivir  loy 

866,  574 

7 So, 237 

88 . 3 

PoldfOOS  A  vogol ab  1  OS 

190,  59', 

52,  568 

27.4 

1  r  u  J » o 

81,178 

46,0/3 

55 . 6 

I  ot)d«v/:0 

154,901 

1 50, 346 

100.0 

0.i Mlo  A  Cal  vos 

974,092 

0 

0.0 

llog,.i 

487,976 

264,931 

52 . 2 

Dairy  Prod uc  1 

743,810 

lit  1 ,446 

(.8.8 

Pou 1 1 ry 

258, B59 

1 34,656 

52.0 

172,093 

36,025 

20.9 

Olhor 

239,151 

__ 45.742 

19.1 

fOIAL 

4,166, 788 

1,972,673 

47.3 

1971 

Wl i« rd i  ,  o.i  t  '>  A  bar  1  oy 

1,167,782 

988,987 

84.7 

Polutoo',  A  vogolubl*.-, 

177,888 

51,912 

29.2 

1 rul Is 

84  820 

47,555 

56.1 

loti.  IT  CO 

1 35, 589 

136,  389 

100.0 

1  lo<|*. 

44  3,632 

239,842 

54.1 

h.i  i  i  y  Produc  1 

743,810 

511 ,445 

68.8 

Pou  1 1 r  y 

260, 309 

202 ,614 

7  7.8 

1 ' vy . 

149,999 

52,244 

36.8 

01  lif >i 

220,940 

49,550 

-Zd 

rfjiAi. 

4,534,111 

2,446,269 

_ -fl 

Source:  Canada  Department  of 

Agriculture  Harhetlnq  noarda  In 

Canada  Annual 

Reports  11)60-71. 

Grain  Figiiros  include  an  adjui 

stment  for  the  intra-farm  sales. 

21.9  percent  and  other  products,  19.1  percent.  Total  pro¬ 
ducers’  receipts  from  boards  expressed  as  a  percent  of 
total  farm  cash  income  were  about  47.3  percent  in  1970, 
compared  to  approximately  41.0  percent  in  1969. 

On  a  commodity  basis,  the  percentage  of  farm 
cash  receipts  through  marketing  boards  for  1971  was  at 
a  high  level  for  grains,  dairy  products  and  poultry  (85 
percent,  84  percent  and  78  percent,  respectively).  Pro¬ 
ducers’  receipts  through  provincial  egg  marketing  boards, 
at  36.0  percent  of  total  egg  receipts,  were  almost  double 
those  of  the  previous  year.1  There  were  93  individual 
marketing  boards  in  Canada- -a  decline  of  8  boards  from 
1970.  Value  of  receipts  paid  to  producers  under  market¬ 
ing  board  jurisdiction  was  $2,446  million,  an  increase 
of  $449  million  or  22.0  percent  over  1970.  Producers’ 
marketing  board  receipts,  as  a  proportion  of  total  farm 
cash  receipts,  rose  to  54.0  percent--a  significant  gain 
over  the  previous  year.  More  than  half  the  yearly  increase 
of  $449  million  producers'  receipts  for  1971  was  accounted 
for  by  the  Canadian  Wheat  Board  ($233  million).  For  the 
balance  of  the  increase,  $216  million,  newly  surveyed 
dairy  and  poultry  boards  accounted  for  $71  million. 

1  For  eggs,  proportions  were  low  because  several 
provinces  had  established  marketing  boards  in  1971  and 
1972  and  also  egg  producers  within  the  range  of  200-500 
layers  were  exempted  from  egg  marketing  board  regulations 
in  various  provinces. 


Summary 


The  first  marketing  board  in  Canada  was  estab¬ 
lished  in  British  Columbia  in  1927.  With  a  brief  lapse, 
the  number  of  marketing  boards  has  continuously  increased. 
Since  then,  the  greatest  growth  in  their  number  was  experi¬ 
enced  during  the  1955-69  period.  There  were  only  32  mar¬ 
keting  boards  in  1956,  they  increased  to  122  by  1969. 

During  1970  and  1971,  a  consolidation  of  several  Quebec 
milk  boards  resulted  in  a  reduction  of  the  total  number  of 
marketing  boards  operating  in  Canada. 

In  1969  more  than  50.0  percent  of  the  marketing 
boards  were  located  in  the  Province  of  Quebec,  18.0  per¬ 
cent  in  Ontario  and  7.0  percent  in  British  Columbia.  This 
meant  that  95  out  of  122,  or  77.0  percent,  were  located 
in  these  three  provinces.  This  proportion,  however,  changed 
substantially  during  1970  and  1971  due  to  the  consolida¬ 
tion  of  several  milk  boards  in  Quebec  and  to  an  increase 
in  the  number  of  boards  in  other  provinces. 

Analysis  also  suggested  that  an  increasing  num¬ 
ber  of  farmers  marketed  their  produce  through  marketing 
boards  during  1957-1971  period.  In  1957,  for  example, 
165,562  farmers  marketed  their  produce  through  marketing 
boards,  in  1971  the  number  had  increased  to  489,488. 

Similar  to  the  increasing  number  of  producers 
coming  under  the  jurisdiction  of  marketing  boards,  the  pro¬ 
portion  of  farm  products  as  regulated  by  marketing  boards 
also  increased  substantially  during  the  1957-1971  period. 


’ 
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On  a  provincial  basis  during  the  1966-70  period 
there  was  an  increase  in  the  absolute  value  of  farm  pro¬ 
ducts  marketed  under  the  marketing  boards  and  in  their 
proportionate  share  of  total  farm  cash  receipts.  The 
most  prominent  increases  occurred  in  Quebec,  Ontario  and 
British  Columbia,  with  Ontario  having  the  highest  propor¬ 
tion  of  its  farm  products  sold  under  provincial  marketing 
boards . 

An  analysis  of  the  receipts  and  proportions  of 
various  farm  commodities  sold  by  marketing  boards  was  also 
attempted.  It  indicated  that  a  substantial  improvement  in 
the  total  value  of  sales  of  farm  commodities  under  market¬ 
ing  boards  took  place  during  the  1960-71  period  and  many 
new  farm  products  were  regulated  by  the  new  marketing 
boards  during  1960-71,  indicating  an  increasingly  import¬ 
ant  role  for  Canadian  marketing  boards. 


CHAPTER  V 


THEORETI CA L  CONSIDERATIONS  IN  THE  OPERATION  OP 
MARKETING  BOARDS 


Concentration  in  Canadian  Agribusiness  Sectors 


In  previous  chapters  it  was  indicated  that  mar¬ 
keting  boards  in  Canada  were  established  on  a  commodity 
basis.  Their  main  objective  was  to  maximize  farmers'  ag¬ 
gregate  net  returns  under  legislatively  authorized  powers 
to  manage  the  supply  of  regulated  farm  products  through 
either  marketing  or  production  quotas.1  A  need  was  seen 
for  marketing  boards  in  Canada  because  the  existing  income 
and  price  problems  of  the  primary  agricultural  sector  could 
not  be  solved  unless  farmers  were  provided  with  sufficient 
control  over  the  supply  of  farm  products  to  allow  them  a 
countervailing  power2  vis-a-vis  the  agribusiness  sector. 


Production  quotas  are  applied  in  the  case  of  va¬ 
rious  provincial  milk  control  boards  and  Ontario  Flue  Cured 
Tobacco  Marketing  Board. 

2 J  .  K.  Galbraith,  American  Capitalism.  The  Con¬ 
cept  of  Countervailing  Power  (London:  Harnish  Hamilton, 
1957).  Professor  Galbraith's  account  of  American  capital¬ 
ism  in  terms  of  the  concept  of  countervailing  power  may  be 
seen  as  an  attempt  to  substitute  a  bilateral  monopoly- 
inspired  model  for  the  classic  competitive  model.  It 
brought  the  idea  of  bargaining  power  from  the  periphery  of 
economic  theory  to  the  very  centre.  An  effective  way  to 
generate  "countervailing  power"  for  farmers  was  to  intro¬ 
duce  market  control,  envisaging  supply  management  of  farm 
products . 
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Because  there  had  been  few  attempts  to  measure 
quantitatively  the  size  distribution  of  firms  (concentra¬ 
tion  level)  in  Canadian  agribusiness,  it  was  not  possible 
to  present  the  specific  magnitude  of  concentration  as  such.1 
However,  the  available  information  contained  in  Table  5-1 
reveals  that  the  ten  most  important  agribusiness  sectors 
had  substantial  concentration  at  the  twelve  enterprises 
level  in  1968.  Similar  conclusions  were  forthcoming  from 
the  earlier  years  of  the  last  decade  when  attempts  to  esta¬ 
blish  different  provincial  marketing  boards  were  in  full 
swing.  Sectors  identified  in  Table  5-1  represent  proces¬ 
sors  or  wholesalers  in  the  agribusiness  system  and  provide 
some  evidence  of  the  substantial  market  power  that  existed 
and  that  farmers  had  to  face  in  selling  their  primary  pro¬ 
ducts  . 

From  Table  5-1  it  is  also  evident  that  the  high¬ 
est  concentration  existed  in  the  Tobacco  Products  Manufac¬ 
turing  Sector  where  twelve  enterprises  accounted  for  99.5 
percent  of  the  total  value  of  shipments.  The  second  high¬ 
est  concentration  level  was  in  the  Breakfast  Cereal  Manu¬ 
facturers  Sector  (99.2  percent),  followed  by  Flour  Mills 
(88.2  percent)  and  Biscuit  Manufacturers  (81.5  percent). 
Poultry  Processors  had  a  high  concentration  ratio  with  47.5 
percent  of  the  total  value  of  shipments  being  controlled  by 


Concentration  may  be  defined  as  a  percentage  of 
total  sales  by  4,  8,  or  12  firms  in  an  industry. 
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the  leading  twelve  enterprises. 


Fundamental  Hxp 1  an  at i on  of  Concentration 

Although  relatively  few  attempts  have  been  made 
to  measure  the  size  distribution  of  firms  (concentration 
level),  some  theoretical  explanations  of  the  social  struc¬ 
ture  and  organization,  of  which  the  size  and  number  of 
firms  were  a  part,  do  exist.  Among  these,  the  institution¬ 
alist  theory1,  theories  of  social  action  and  classes2,  and 
the  structural  functional  theory3  were  relevant  and  useful 
in  explaining  market  power  in  the  agribusiness  sector. 

These  theories  have  associated  market  power  with  the  level 
of  concentration. 

Schumpeter,  in  his  "Theory  of  Fxonomic  Develop¬ 
ment"4  predicted  concentration  in  retailing  during  the  de¬ 
velopment  process.  He  suggested,  however,  that  small-scale 


Mohn  K.  Galbraith  is  the  exponent  of  this  theory 
in  the  modern  context.  An  earlier  exposition  of  this  the¬ 
ory  in  a  traditional  style  appeared  in:  John  R.  Commons, 
institutional  Economics  (New  York:  The  MacMillan  Co.,  Inc. 
1936) . 


2Max  Weber,  Theory  of  Social  Economic  Organiza¬ 
tion  (New  York:  Oxford  University  Press,  1947). 

3 Wroe  Alderman,  Marketing  Behavior  and  Executive 
Action  (Homewood,  Illinois:  Richard  D.  Irwin,  1957). 

4 Joseph  A.  Schumpeter,  The  Theory  of  Economic  De¬ 
velopment  (Cambridge:  Harvard  University  Press,  1934). 
Schumpeter  outlines  the  process  of  how  the  large-scale  re¬ 
tailers  developed  and  how  the  small-scale  retailers  disap¬ 
peared  through  the  actions  of  his  "innovating  entrepreneur" 
and  "process  of  creative  destruction." 


retailers  might  survive  by  wielding  political  power  (coun¬ 
tervailing  power)  and  also  by  taking  up  some  of  the  func¬ 
tions  that  the  large-scale  retailers  undertook. 

A  socio-economic  theory  of  retail  concentration, 
as  advanced  by  Morgan1 ,  provided  a  support  of  the  hypothe¬ 
sis  that  the  size  distribution  of  firms  in  food  retailing 
and  service  industries  was  determined  (on  supply  side)  by 
the  quality  of  the  entrepreneur  and  the  availability  of  hu¬ 
man  labor  and  (on  demand  side)  by  demographic  features  of 
population  as  these  changed  with  economic  growth.  Accord¬ 
ing  to  Morgan's  hypothesis,  economic  development  required 
shifts  in  labor  resources  from  extractive  industries  to 
service  industries.  These  shifts  were  reflected  in  rural- 
to-urban  migration  and  occupational  changes  in  which  labor 
was  ’’pushed"  from  increasingly  capital -extens ive  agricul¬ 
ture  and  "pulled"  toward  1 abor - extens ive  service  industries 
by  technological  and  cultural  changes  which  accompanied 
economic  growth.  This  labor  force  consisted  of  both  entre¬ 
preneurs  and  unskilled  labor.  The  proportion  and  quality  of 
both  may  determine  the  number  of  retail  firms.  With  eco¬ 
nomic  growth  there  was  a  shift  from  self-employment  in 
petty  trade  to  wage  employment  in  large  retail  firms,  thus 


toward  E.  Morgan,  "Concentration  in  Food  Retail¬ 
ing,"  Journal  of  Farm  Economics ,  Vol .  47,  No.  5  (December, 
1965) .  This  may  be  considered  as  an  extension  of  the 
Schumpeterian  thesis  of  "innovative  entrepreneur”  and  "pro¬ 
cess  of  creative  destruction." 
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increasing  concentration. 

Similarly,  on  demand  side,  the  demand  for  food- 
re tailing  services  also  affected  the  size  of  firms  and, 
consequently,  concentration.  liconomic  growth  was  asso¬ 
ciated  with  greater  population  size  and  density,  urbaniza¬ 
tion,  nucleation  and  racial  homogeneity.  These  demographic 
changes  tended  to  lower  the  store 'to -populat ion  ratio  for 
food  and  "necess i ty-t ype  goods”,  while  increasing  it  for 
"luxury”  goods  and  services.  These  changes  created  condi¬ 
tions  favourable  to  the  emergence  of  large-scale  retailing. 

These  socio-economic  factors  generated  a  favour¬ 
able  environment  for  increasing  concentration  in  the  food 
processing  and  retailing  sector  and  worsened  farmers’  bar¬ 
gaining  power1  in  marketing  their  primary  products.  Their 
ability  to  bargain  with  influence  to  bring  about  a  desired 
change  in  prices  decreased  as  concentration  in  the  sector 


1  In  Canada  food  processing  and  retailing  saw  an 
overall  decline  in  the  number  and  an  increase  in  the  size 
of  outlets,  and  to  some  extent,  there  had  been  attrition 
in  the  independently-owned  family-type  grocery  store.  Cor¬ 
porate  chains  and  retailers  in  voluntary  groups  increased 
in  number  and  expanded  in  sales  volume.  Similarly,  an  in¬ 
creasing  concentration  of  management  and  control  in  the 
structure  of  food  processing  sector  in  Canada  was  experi¬ 
enced.  During  1961-70,  25  percent  of  establishments  manu¬ 
facturing  food  and  beverages  closed  down  but  their  total 
sales  increased  by  over  70  percent.  P.  Moore,  "Farm-Food 
Marketing  Costs,”  Canadian  Farm  Economics ,  Vol .  8,  No.  4 
(August,  1973);  Max  D.  Stewart,  Concentration  In  Canadian 
Manufacturing  and  Mining  Industries:  Background  Study  to 

the  Interim  Report  on  Competition  Policy  (Ottawa:  Economic 

Council  of  Canada,  August,  1970). 
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purchasing  their  primary  products  increased.1 

As  indicated  earlier,  producers  felt  that  an  in¬ 
crease  in  their  countervailing  power  could  be  achieved  by 
developing  a  compulsory  organization,  giving  them  powers 
to  manage  both  the  supply  and  terms  of  sale  of  their  pro¬ 
duct.  Marketing  boards  in  Canada  thus  present  the  follow¬ 
ing  situation:  (1)  boards  embrace  all  producers  whose 

number  is  fixed2,  and  (2)  boards  have  attempted  to  control 
their  members'  production,  each  being  assigned  a  production 
quota  (tobacco  and  milk)  or  marketing  quotas  (broilers, 
eggs,  turkeys,  etc.).  Realistically,  as  the  situation 
exists  in  Canada,  marketing  boards  with  quota  issuing 
powers  sell  to  a  relatively  few  dominant  processor- 
distributors  . 


lA  brief  survey  of  bargaining  theory  may  reveal 
that  most  important  contributions  were  made  by:  Edgeworth 
[F.  Y.  Edgeworth,  Mathematical  Physics  (London:  C.  Kegan 
Paul,  1961)],  by  Von  Newmann  and  Margensten  TJ.  Von  Newmann 
and  0.  Morgensten,  Theory  of  Games  and  Economic  Behavior 
(New  York:  John  Wiley  §  Sons,  1964)],  by  Zeulthen  [F. 
Zeulthen ,  Problems  of  Monopoly  and  Economic  Welfare  (Lon¬ 
don:  Routledge  Sons,  1930)],  by  Nash  [J.  F.  Nash,  "The 

Bargaining  Problem,"  Ec onometr ic a ,  Vol .  18  (1950)],  by  Pen 
[J.  Pen,  "A  General  Theory  of  Bargaining,"  American  Econo¬ 
mic  Review ,  Vol.  42  (1952)],  by  Bishop  [R.  L.  Bishop,  "A 
Zeulthen -Hicks  Theory  of  Bargaining,"  Econometrica ,  Vol.  32 
(1964)]  and  by  Cross  [J.  G.  Cross,  "A  Theory  of  the  Bar¬ 
gaining  Process,"  American  Economic  Review,  Vol.  55 
(1965) ]. 


2In  the  case  of  chicken  broilers,  turkeys  and 
eggs,  provincial  marketing  plans  have  a  minimum  size  of 
enterprise  clause  that  gives  exemption  to  some  producers. 
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Economic  Models  Which  Attempt  to  Explain  Various  Facets 
of  Marketing  Board  Supply  Management  Policies 

Several  theoretical  models  could  be  developed  to 
explain  how  the  various  facets  of  supply  management  through 
quota  policies  helped  achieve  the  objective  of  maximizing 
aggregate  net  returns  of  the  farmers.  Some  of  the  relevant 
theoretical  models  related  to  different  aspects  of  quota 
policies  as  used  by  the  Canadian  marketing  boards  are  pre¬ 
sented  here. 

A  Cut  in  Supply  Raises  Price  and  Total  Revenue1 

Theoretically,  marketing  quotas  imply  "holdback" 
of  farm  produce  from  the  market,  seemingly  identical  in  ef¬ 
fect  to  the  restriction  of  production.  If  farmers  sell  (or 
produce)  a  smaller  total  quantity  of  a  farm  product,  they 
will  each  receive  a  higher  total  price.  Since  the  demand 
for  farm  products  is  generally  inelastic,  limiting  supply 
will  actually  raise  the  total  revenue  received  by  farmers. 

A  cut  in  supply  that  raises  price  and  total  revenue  is  il¬ 
lustrated  by  Figure  5-1. 

Before  supply  limitations  SjSjSupply  curve  in¬ 
tersects  the  inelastic  djdj  curve  at  a  lower  price  pj  de¬ 
termined  by  the  intersection  of  SjSj  and  djd]^  at  Ej.  As 
an  individual  competitor,  each  farmer  has  no  motive  other 


ipaul  A.  Samuelson  and  Anthony  Scott,  Economics : 
An  introductory  Analysis  (Toronto:  McGraw-Hill  Company  of 
Canada  Limited,  1968),  p.  464. 
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FIGURE  5-1 

PRICE  REVENUE  RELATIONSHIP 
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than  to  improve  the  situation.  When  they  all  form  a  mar¬ 
keting  board  to  put  monopolistic  limits  on  their  total  sup¬ 
ply,  they  can  benefit  by  raising  price. 

When  supply  management  (marketing  or  production 
quotas)  reduces  suppLy  from  Si  Si  to  S2S2 ,  Pi  rises  to  P2 
by  shifting  intersection  point  Ei  to  E2.  With  inelastic 
demand,  total  gross  farm  income  is  thereby  increased. 

Farmers’  revenue  being  the  product  of  price  and 
quantity  sold,  can  be  measured  at  Ei  and  E2  by  the  rectan¬ 
gular  areas  OSiEiPiand  0S2E2P2,  respectively.  The  gain 
in  E2  height  over  F,!  outweighs  the  rectangle’s  loss  in 
width. 1 

This  analysis  underlies  the  principles  involved 
in  the  basic  theory  of  monopoly  and  emphasizes  the  role 
of  marketing  boards'  quota  policies  as  directed  for  manag¬ 
ing  the  supplies  of  the  farm  products  in  a  way  similar  to 
a  monopolist.  Therefore,  it  seems  relevant  to  present  the 
basic  theory  of  monopoly  and  to  show  the  various  forms  a 
monopolist  can  take  in  different  situations.  These  situ¬ 
ations  represent,  in  general,  the  forms  that  marketing 
boards  can  undertake. 


iThis  is  because  the  demand  for  farm  products 
is,  in  general,  inelastic;  with  elastic  demand,  the  re¬ 
verse  would  be  true. 


•• 

' 
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The  Basic  Theory  of  Monopoly1 

In  principle,  the  monopolist  firm  is  the  indus¬ 
try;  it  has  no  competitors.  A  monopolist's  individual  de¬ 
mand  curve  possesses  the  same  general  properties  as  the 
industry  demand  curve  for  a  perfectly  competitive  market.2 
His  supply  schedule  is  a  s i nglc -valued  function  of  the 
price  which  he  charges: 


q  =  f(p)  (5-1) 

with  9q/3p  <  0 

This  can  be  expressed  also  as: 

P  =  F(q) 

since  the  demand  curve  has  an  inverse  relationship  and 
price  expressed  as  a  s ingle -valued  function  of  quantity,3 


M.  M.  Henderson  and  R.  E.  Quandt,  Micro-Economic 
Theory--A  Mathematical  Approach  (New  York:  McGraw-Hill 
Book  Company,  1971),  Chapter  6. 

2It  is  an  aggregate  of  the  demand  curves  of  in¬ 
dividual  consumers  and  is  assumed  to  be  negatively  sloped. 

3A  major  difference  between  a  monopolist  and  a 
perfect  competitor  is  that  the  monopolist's  price  decreases 
as  he  increases  his  sales.  A  perfect  competitor  accepts 
price  as  a  parameter  and  maximizes  profit  with  respect  to 
variations  of  his  output  levels.  A  monopolist  maximizes 
his  profit  with  respect  to  variations  of  either  output  or 
pr  ice . 


where  9p/9q  <  0.  The  monopolist’s  total  revenue  (R)  is 
price  multiplied  by  quantity  sold: 

R  =  pq  (5-2) 


and  his  marginal  revenue  (MR)  is  the  derivative  of  his 
total  revenue  with  respect  to  his  output  level 

MD  9R  n  X  8P  ,r  ^ 

MR  =  aq  =  1  +  a-^  f5'3) 

with  9P/9q  <  0.  Hence,  MR  <  P. 


This  implies  that  a  monopolist’s1  marginal  revenue  equals 


price  less  the  rate  of  change  of  price  with  respect  to 


9  P 
lqFq 


The  monopolist 


quantity  multiplied  by  quantity 
must  decrease  the  price  he  receives  for  every  unit  in 
order  to  sell  an  additional  unit.2 

Figure  5-2  depicts  a  linear  demand  curve  and  a 
marginal  revenue  curve.  It  shows  that  the  demand  is  mono- 
tonically  decreasing  and  marginal  revenue  is  less  than  the 
price  for  every  sale  greater  than  zero.  The  rate  of  de¬ 
cline  of  marginal  revenue  is  twice  the  rate  of  decline  of 


Marginal  revenue  of  a  perfect  competitor  equals 
price  since  in  his  case  9p/9q  =  0. 

2In  the  case  of  the  perfect  competitor,  if  he  ex¬ 
pands  his  sales  by  1  unit,  his  revenue  increases  by  the 
market  value  of  the  additional  unit. 


TOTAL  REVENUE  AND  ELASTICITY  OE  DEMAND 
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price. 


p  =  a-bq;  R  =  aq-bq2;  MR  =  — -  =  a-2bq 

dq 


(5-4) 


Since  3p/<)q  =  -b  is  a  constant,  the  distance  between  the 
3P 


two  curves 


=  bq 


is  a  linear  function  of  sales.  Total 
revenue  for  the  price  -  quant i ty  combination  (p°,q°)  equals 
the  area  of  the  rectangle  OP°Tq°.  The  area  OASq0,  lying 
under  the  MR  curve,  also  equals  total  revenue,1  i.e.: 


(a -2  bq)  3q  =  pq  =  R 


(5-5) 


Marginal  revenue  (MR)  can  be  expressed  in  terms 
of  price  and  demand  elasticity2  as: 


MR  =  p 


i  +  a  iP 
p  3qJ 


(5-6) 


Marginal  revenue  is  positive  if  n  =  1  and  negative  if  n<l . 


lA  similar  result  applies  to  non-linear  demand 
a 

curves  as  /.  Since  the  integration  constant  always  equals 

zero,  total  revenue  is  given  by  the  area  under  the  marginal 
revenue  curve. 

2The  elasticity  demand  (n)  at  a  point  on  a  demand 
curve  is  defined  as  the  absolute  value  of  the  rate  of  per¬ 
centage  change  of  output  divided  by  the  rate  of  percentage 

change  of  price:  n  =  ^ V  =  —  •  ~- 

6  1  9  (log  p)  q  9p 


The  difference  between  marginal  revenue  (MR)  and  price  (p) 
decreases  as  demand  elasticity  (n)  increases,  and  marginal 
revenue  (MR)  approaches  price  (p)  as  demand  elasticity  (n) 
approaches  infinity. 

A  total  revenue  curve,  corresponding  to  the  li 
near  demand  curve  (Figure  5-2),  would  be  a  parabola  (Fi¬ 
gure  5-3). 

Marginal  revenue  (MR)  monot on ica 1 1 y  decreases 
and  reaches  zero  at  the  sales  level  q°.  Total  revenue  (R) 
increases  where  n>l  for  a<q°;  it  is  a  maximum  where  r\  =  l 
for  q=q°  and  declines  where  n<l  for  q>q°.  This  can  be  de¬ 
picted  by  Figure  5-2. 1 

The  basic  theory  of  profit  maximization  in  case 
of  a  monopolist  can  be  dichotomized  first  from  the  point 
of  view  of  the  cost  function  and  second  from  the  production 
function . 

In  terms  of  cost  function,  the  monopolist’s  to¬ 
tal  revenue  and  total  cost  are  considered  and  expressed  as 
functions  of  output. 

R  =  R(q)  and  C  =  C(q)  (5-7) 


iAbove  n=l,  demand  is  elastic  with  n>l;  at  n=l, 
demand  is  of  unitary  elasticity;  with  n<l,  demand  is  in¬ 
elastic.  Paul  A.  Samuelson  and  Anthony  Scott,  Economics : 
An  introductory  Analysis  (Toronto:  McGraw-Hill  Company 
of  Canada  Limited,  1968),  p.  425. 
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Monopolist's  profit  (n)  being  the  difference  be¬ 
tween  his  total  revenue  and  total  cost, 

11  =  K(q)  -  C(q)  (5-8) 

Therefore,  maximization  of  profit  (n)  can  be  indicated  by 
setting  the  derivative  of  profit  equation  with  respect  to 
quantity  sold  (q)  equal  to  zero  (First  Order  Condition). 

~  =  R’(q)  -  G’(q)  =  0  (5-9) 

or  R’(q)  =  C’(q),  indicating  that  marginal  revenue  (MR) 
must  equal  marginal  cost  (MC)  for  profit  maximization.1 

The  second  order  condition  for  prof  it -maximi zation 
requires  that: 

=  R"  (q)  -  C"(q)  <0  (5-10) 


or  adding  C"(q)  to  both  sides  of  the  inequality. 


^he  monopolist  can  increase  his  profit  by  ex¬ 
panding  (or  contracting)  his  output,  as  long  as  the  addi¬ 
tion  to  his  marginal  revenue  (MR)  exceeds  (or  is  less  than) 
the  addition  to  his  cost  (MC) .  Since  the  marginal  revenue 
(MR)  is  positive  for  a  prof it -maximi zat ion  output,  it  fol- 

1 


lows  from  MR  =  p 


that  the  monopolist  will  always  se¬ 
lect  an  elastic  point  on  his  demand  curve  (where  n>l) •  In 
the  case  of  perfect  competition  there  is  no  similar  res¬ 
triction  upon  the  equilibrium  value  of  n .  James  M.  Hender¬ 
son  and  Richard  E.  Quandt,  Micro-Economic  Theory:  A  Mathe¬ 
matical  Approach  (New  York:  McGraw-Hill  Book  Company, 

1971) ,  pp.  211-215. 
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R"(q)  <  C'!(q),  implying  that  the  rate  of  increase 
of  the  marginal  revenue  must  be  less  than  the  rate  of  in¬ 
crease  of  the  marginal  cost.1 

In  terms  of  the  production  function,  with  an 
assumption  that  the  monopolist  uses  two  inputs  which  he 
purchases  in  competitive  markets  to  produce  his  output,  his 
profit  can  be  expressed  as: 

IT  =  R (q )  -  rlxl  -  r2x2  (5-11) 

Setting  the  partial  derivatives  of  profit  with  respect 
to  inputs  equal  to  zero. 

~  =  R'Cq)^  -  r.  =  0  i  =  1,  2,...  (5-12) 

where  q  =  h(xi,  x2)  and  IK  =  9q/9x_.. 

Rearranging  terms: 

R '  (q)  h.  =  r.  i  =  1,  2,...  (5-13) 

For  profit  maximization  the  monopolist  must  set 
the  value  of  the  marginal -revenue  product  of  each  input 


lrThe  Second-Order  Condition  is  satisfied  if  the 
marginal  revenue  (MR)  is  decreasing  and  the  marginal  cost 
(MC)  is  increasing. 


equal  to  its  price.1 


For  profit  maximization  the  second  order  condi¬ 
tion  requires2  that: 


ent.  iat  i  on 


ft  i  i  < 

0, 

where 

n .  , 
ij 

of 

9TI 

9  x  . 

R’  ( 

<  0  and 
9  2  /  3  x  .  3  x  . 

It  1  ) 


HliJtgg  -  1212  >  0 

which  by  further  differ  - 

0  results  in 


l  i 


'(q)  h.i  +  R,!  (q )  h?  <0  i  =  1,2,...  (5-14) 


which,  by  rearranging,  equals  2  R'*(q)  <  -  — 


R’(q)h 


li 


r .  h.  . 

i  li 

h? 

i 


h? 

i 


=  C"(q) 


The  basic  theory  of  monopoly  as  presented  above 
can  be  modified  to  cover  a. wide  variety  of  situations. 
Marketing  boards,  with  their  different  kinds  of  quota  poli¬ 
cies,  represent  several  of  these  situations.  The  relevant 


ll n  the  case  of  a  monopolist  marginal  revenue 
times  marginal  product  equals  input  price.  In  perfect  com¬ 
petition,  output  price  times  marginal  product  equals  input 
price . 


2The  marginal  cost  (MC)  obtained  by  varying 
either  of  the  inputs  cannot  exceed  marginal  revenue  (MR) 
and  inequality  n  1 1  n  2  2  ‘  n2i2  >  0  requires  that  the  margi¬ 
nal  cost  (MC)  obtained  by  varying  both  inputs  cannot  exceed 
the  marginal  revenue  (MR) . 


TOTAL  REVENUE  CORRESPONDING  TO  MEAN  DEMAND  CURVE 
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cases  are  of  marketing  boards  as  a  discriminating  monopoly, 
a  multiplant  monopoly,  a  revenue  maximizing  monopoly,  etc. 

An  integration  of  these  cases  can  be  visualized  as  a  mar¬ 
keting  board  being  a  multiplant,  market -discriminat ing 
monopoly  with  an  economic  objective  of  revenue -max im i zat ion 
for  the  industry  as  a  whole.  The  next  sections  deal  with 
theoretical  aspects  pertinent  to  these  special  modifica¬ 
tions  that  draw  heavily  on  the  basic  theory  of  monopoly  dis¬ 
cussed  above. 


Theory  of  Discriminating  Monopoly 

A  monopolist  may  not  always  sell  his  entire  out¬ 
put  in  a  singlemarket  for  a  uniform  price.  He  may  sell 
in  two  or  more  distinct  markets  at  different  prices  and 
thereby  increase  his  profit.1  In  this  situation  a  monopo¬ 
list’s  profit  is  the  difference  between  his  total  revenue 
from  all  markets  and  his  total  cost  of  production.  A 
market  discriminating  marketing  board  would  consider  this 


1  In  a  domestic  market  price  discrimination  is 
feasible  only  if- buyers  are  unable  to  purchase  the  product 
in  one  market  and  resell  it  in  another.  Otherwise  specu¬ 
lators  would  buy  in  a  low-price  market  and  resell  in  a 
high-price  market  at  a  profit  and  thereby  equalize  price 
in  all  markets.  Explicitly,  price  discrimination,  as 
a  concept  used  by  marketing  boards  in  general,  has  been 
described  as  the  practice  of  a  monopolist  charging  dif¬ 
ferent  prices  in  different  markets  where  the  price  dif¬ 
ferentials  do  not  reflect  differences  in  the  costs  of 
transportation  or  transferral  associated  with  the  differ¬ 
ent  markets:  J.  S.  Bain,  Pricing ,  Distribution  and  Employ¬ 
ment,  Revised  Edition  (New  York:  Holt,  Rinehart  and  Win¬ 
ston,  1962),  pp .  400-401. 
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aspect  in  arriving  at  quota  and  price  decisions  for  its 
members.  This  relationship  can  he  expressed  as: 

n  =  R2 (q ! )  +  R2(q2)  -  C(qi  +  q  2 )  (5-15) 

where  x  and  q2  arc  the  quantities  which  he  sells 
in  the  two  markets,  Ri(qi)  and  R2(q2)  arc  his  revenue  func¬ 
tion  and  C(q!  +  q2)  is  his  cost  function.  D  i  f f crent iat - 
ing  and  setting  the  partial  derivatives  equal  to  zero: 

=  Rf(qi+  q?)  -  c'(qi  +  q2)  =  o 
_iL  =  R. (q2)  -  C'(qi  +  q2)  -  0 

or 

Rl(qi)  =  r2  f  q  2 )  =  C'(q,  +  q  2 ) 

The  marginal  revenue  in  each  market  must  equal 
the  marginal  cost  of  the  output  as  a  whole.  Figure  5-4 
depicts  these  theoretical  aspects  graphically.  Decision¬ 
making  under  price  discrimination  is  achieved  through  hori¬ 
zontal  summation  of  the  marginal  revenue  curves  for  the 
firm’s  submarkets.  EF  on  the  total  marginal  revenue  curve 
(Rj.M  )  equals  the  total  marginal  cost  (MC)  at  F.  This  total 
quantity  represents  OOj  and  0Q2 •  Prices  in  both  markets 


(5-16) 

(5-17) 


are  Pj  and  P2--the  points  on  the  average  revenue  (demand) 
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curves  cor resond  i ng  to  these  quantities.1 

Theory  of  the  Multiplant  Monopolist 

This  differs  from  the  previous  case  of  discri¬ 
minating  monopoly  in  the  sense  that  output  originates  in 
more  than  one  plant  but  is  sold  in  a  single  market.  Profit 
here  is  the  difference  between  the  total  revenue  and  total 
production  costs  for  both  plants  and  can  be  shown  as: 


n  =  R (q i  +  q2)  -  CjCqj)  -  C2(q2)  (5-18) 


where  qj  and  q2  are  the  quantities 
produces  in  two  plants,  R(qx  +  q2) 
function  and  C  (q  x )  and  C  (q2)  are 
Setting  the  partial  derivatives  of 


which  the  monopolist 
is  monopolist’s  revenue 
his  costs  functions, 
profit  function  equal 


1 Will iam  J.  Baumol ,  Economic  Theory  and  Opera¬ 
tions  Analysis  (Englewood  Cliffs,  N.J.:  Prentice  Hall, 
Inc.,  1965),  p.  324.  It  illustrates  only  one  conclusion 
of  price  discrimination  theory.  If  a  prof it -maximizing 
discriminating  monopolist  is  faced  with  two  independent 
markets,  1  and  2,  then  MRj  =  MR2  and  if  n  i  =  ry2  ,  then 
Pi  =  P2 .  It  suggests  that,  in  case  the  demand  functions 
are  isoelastic  over  the  range  of  the  board’s  activities, 
then  price  discrimination  between  the  separated  indepen¬ 
dent  markets  is  profitable  and  MRi  =  MR2 .  If  n i  <  n2, 
then  P!  £  P2 .  It  connotes  that  the  prof it -max imi zing 
board  would  allocate  the  given  supply  which  it  has  to  dis¬ 
pose  of  by  sale,  by  limiting  supplies  (and  raising  prices) 
in  the  relatively  inelastic  market  and  diverting  supplies 
into  the  relatively  elastic  market  where,  consequently, 
a  relatively  lower  price  would  prevail.  The  greater  the 
differences  in  elasticity,  the  greater  the  divergences  be¬ 
tween  revenue -maximiz ing  prices  and  the  greater  the  poten¬ 
tial  gain  to  the  board.  J.  C.  Abbott,  ” Agricultural  Mar¬ 
keting  Boards  in  the  Developing  Countries,”  Journal  of  Farm 
Economics ,  Vol.  49  ,  No.  3,  (August,  1967). 


PRICE  §  QUANTITY  DECISION  MAKING  BY  A  DISCRIMINATING  MONOPOLY 


122 


4)  4) 
00  3 
cd  C 
U  4) 
ft)  > 
>  4) 
<  Crf 


00  3 

to  C 

U  4) 
ft)  > 
>  4) 

<J  erf 


T3 

C 

tO 

ft)  4) 
00  3 
CO  C 
U  0) 
ft)  > 
>  4) 

C  erf 


>  C 


123 


to  zero: 


or 


=  R’  Cq i  +  q2)  -  ci'  (q i )  =  o 

=  R  ’  ( q  !  +  q2)  -  C 2  (  q  2 )  =  0 


Rl*  C  q  1  +  q2)  =  Ci’fqj)  =  C£(q2)  ( 5  - 1 9) 


This  implies  that  the  marginal  cost  (MC)  in  each  plant  must 
equal  the  marginal  revenue  (MR)  of  the  output  as  a  whole. 

Theory  of  the  Revenue  Maximizing  Monopolist 

Many  large  firms  do  not  maximize  profit,  but 
rather  maximize  sales  revenue  subject  to  constraints  that 
profit  equal  or  exceed  some  minimum  acceptable  level.  The 
monopolist  desires  to  maximize  R(q)  subject  to: 


n  =  R (q)  -  C (q )  >  n° 

where  IT0  is  the  minimum  acceptable  profit.  The  revenue- 
maximizing  monopolist  will  continue  to  increase  sales  un¬ 
til  either  he  reaches  the  unrestricted  maximum  of  R(q)  or 
is  satisfied  as  an  equality,  which  ever  occurs  at  the  low¬ 
er  output. 

All  these  three  cases  can  be  combined  together 
and  an  ideal  situation,  relevant  to  several  provincial 
milk  control  boards,  can  be  theoretically  analyzed.  The 


' 


■ 


. 


next  section  attempts  to  perform  this  analysis. 

Theory  of  the  Multiplant  Market -Discriminating  Monopoly 

Visualized  as  a  multiplant,  market -discriminating 
monopoly,  the  marketing  board's  major  goal  is  to  maximize 
the  sector's  aggregate  net  returns.  If  a  marketing  board 
has  a  given  constituency  of  n  farms,  and  controls  the  mar¬ 
keting  of  an  agricultural  commodity  produced  by  its  consti¬ 
tuents  and  delivered  to  m  markets,  each  of  which  is  charac¬ 
terized  by  an  independent  demand  schedule  for  a  particular 
final  product,  the  average  revenue  realized  through  the 
allocation  of  agricultural  product  to  one  specific  market 
can  be  indicated  by: 

Ri  =  fpqp  (5-20) 


where: 

=  the  respective  average  revenue  realized  at 
the  farm  gate  (f.o.b.  price). 

=  the  quantity  allocated  by  the  board  to 
the  ith  market,  and 

i  =1,2,  - ,  k2  K+l  - ,  m  markets,  the 

first  k  being  the  domestic  markets  and  the 
remaining  m-k  being  export  markets. 

The  function  f  ^  C  q  ^ )  is  non-negative  and  df^/dq^O. 
The  variable  cost  function  of  the  farm  under  marketing 
board  jurisdiction  can  be  represented  as  a  function  of  the 
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quantity  produced  on  that  particular  farm  J.  This  is: 

CJ  =  Sjtflj)  (s-2i) 

whore  q*  represents  the  quantity  produced  by  farm  J  and 
Cj  represents  the  variable  cost  incurred  by  farm  J  in  pro¬ 
ducing  q*  with: 

J  =  1,  2,  - ,  n  farms  and  function  g^(q*)  >  0 

(non-negativity  condition)  when  0  <  q*  <  «>.  Differentiat¬ 
ing  g j ,  the  first  derivative  denoted  by  MCj(q*)  as  a  func¬ 
tion  of  q*  where  d(MCj)/q*  >  0  (non-negativity  condition) 
is  obtained. 

A  marketing  board,  visualized  as  a  multiplant, 
market-discriminating  monopoly1,  follows  three  major  rules 
of  behavior,  integrating  the  forms  of  monopoly  situations 
presented  in  the  preceding  paragraphs.  These  rules  of 
behavior  are  derived  from  the  primary  conditions  for  maxi¬ 
mization  of  aggregate  net  return  (n)  as: 

m  u  m  n 

max  n  =  max  \  q  (qj)qi  -  [  g  j  (q*)  -  A  \  q£  -  £  q* 


^uch  as  provincial  milk  control  boards  with 
market  sharing  plans  through  marketing  and  production  quo¬ 
tas,  and  various  forms  of  pool  pricing  arrangements. 
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where  A  represents  a  Langragian  multiplier.1 

Considering  that  provincial  milk  control  boards 
follow  price  discrimination  policy  for  different  uses  of 
milk,  the  first  "rule"  of  behavior  of  marketing  plans  con¬ 
cerning  the  optimal  allocation  of  products  would  require 
that  the  marginal  revenue  (MR)  derived  through  one  use 
equals  the  one  derived  through  any  other  use.  If  there 
are  m  number  of  uses  for  the  product,  then: 


fl--1 

-  P2 

=  ---P. 

=  ---■=  P 

[1— i-l 

1  nij 

12J 

1 

niJ 

m 

nmJ 

The  board’s  second  rule  of  behaviour,  derived 
from  the  primary  condition  for  maximum  profit2  (n) ,  con¬ 
cerns  the  optimal  allocation  of  production  efforts  (inputs). 
This  requires  that  the  output  levels  of  the  operating 
farms,  as  members  of  the  marketing  board,  are  such  that 
marginal  cost  in  one  farm  equals  marginal  cost  in  any 
other  farm . 3 


^his  formulation  assumes  that  the  total  quan¬ 
tity  produced  equals  the  total  quantity  marketed,  leaving 
no  storage  cost  or  carryover  charges.  This  seems  to  be  a 
valid  assumption  under  the  conditions  of  a  strict  coordi¬ 
nation  between  the  issuance  of  production  and  marketing 
quotas  in  accordance  with  the  damand  and  supply  situation. 

m  n  m  n 

2max  n  =  max  l  f-CqJq-  -  l  qjqp  -  Iqi  -  £q* 

i  J  1  '  ;  i  J  J 

3Don  Patinkin,  ’’Mult iple -plant  Firms,  Cartels 
and  Imperfect  Competition,”  Quarterly  Journal  of  Economics , 
Vol .  61 ,  No.  2  (1947)  . 
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MCjCqj*)  =  MC?  Cq § ) 


Finally,  the  board's  third  rule  of  behaviour 


concerning  the  level  of  production  (within  the  context 
of  supply  management)  would  be  to  equate  the  marginal 
cost  - - ind icated  by  the  "least-cost"  equation  (5-24)-- 
and  the  marginal  revenue -- i nd icated  by  the  "most  revenue" 
equation  (5-23).  This  is 


Pl  l-A  =  MCj(q*) 
1  ) 


(5-25) 


J 


for  all  possible  combinations  of  i  and  J(i  =  1,  2,  - m; 

J  =  1,  2,  - ,  n) .  Summarizing  the  above,  equation 

(5-25)  would  indicate  how  a  marketing  board  as  a  multi¬ 
plant,  market -discriminat ing  monopoly  would  proceed  in 
allocating  its  products  to  different  markets  for  various 
uses.  Equation  (5-24)  implies  that  a  board,  before  at¬ 
tempting  to  allocate  the  marketing  quotas  indirectly 
affecting  the  production  levels,  should  first  decide 
upon  the  pattern  of  benefit  sharing  among  its  constitu¬ 
ent  members.  Equation  (5-24)  would  provide  a  guideline 
for  making  this  decision.  Depending  on  the  arrangement 
for  benef it -sharing ,  equation  (5-24)  would  determine  the 
degree  of  ability  or  inability  of  the  marketing  board  to 
maintain  the  third  rule  of  behaviour  expressed  above. 

Summary 

Marketing  Boards  in  Canada  were  established  on 
a  commodity  basis  with  the  main  objective  of  maximizing 
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farmers'  aggregate  net  returns  under  legislatively  auth¬ 
orized  powers  to  manage  the  supply  of  regulated  farm 
products  through  either  marketing,  delivery  or  produc¬ 
tion  quotas.  The  need  for  marketing  boards  in  Canada 
was  accentuated  because  of  the  feeling  that  the  existing 
price  and  income  problems  of  the  primary  producers  coiild 
not  be  solved  without  providing  farmers  with  sufficient 
control  over  the  supply  of  farm  products  (giving  them 
countervailing  power  vis-a-vis  the  agribusiness  sector). 

Several  theories  have  been  propounded  to  ex¬ 
plain  the  phenomenon  of  the  increasing  concentration  in 
the  agribusiness  sector  and  some  empirical  evidence,  as 
presented  in  the  chapter,  indicated  a  fair  degree  of  con¬ 
centration  in  the  Canadian  agribusiness  industries.  The 
degree  level  of  concentration  varied  from  one  sector  to 
another  with  Tobacco  Manufacturers,  Breakfast  Cereals 
Manufacturers,  Flour  Mills  and  Biscuit  Manufacturers 
having  the  highest  concentration  at  the  12  interprises 
level . 

Various  theoretical  models  could  be  developed 
to  explain  how  the  operation  of  marketing  boards  in¬ 
creased  the  countervailing  power  of  farmers  and,  especi¬ 
ally,  the  various  facets  of  price  and  quantity  decisions 
undertaken  by  collective  action  of  the  farmers  through 
the  policies  of  the  marketing  boards.  As  a  simple  ex¬ 
planation,  when  the  marketing  boards  reduced  the  supply 


of  a  product  (supply  management)  through  any  of  the  three 
kinds  of  quotas,  their  action  raised  the  price  of  the 
product  which,  with  inelastic  demand,  increased  the  total 
farm  income.  This  phenomenon  can  be  further  explained 
by  the  basic  forces  that  operated  behind  the  decisions  of 
a  monopolist.  Marketing  boards,  with  their  different 
kinds  of  quota  policies,  represnted  several  situations 
relevant  to  a  discriminating  monopoly,  a  multiplant  mono¬ 
poly,  a  revenue  maximizing  monopoly,  etc.  An  integration 
of  these  cases  could  be  visualized  as  a  marketing  board 
being  a  multiplant  (farms),  market -discriminating  mono¬ 
poly  with  an  economic  objective  of  revenue  maximization 
for  the  industry  as  a  whole.  This  applied  very  well  to 
the  case  of  various  provincial  milk  boards.  For  other 
marketing  boards,  the  simple  theoretical  models  explain¬ 
ing  the  pr ice -quant ity  decisions  and  profit  maximization 
behavior  of  a  monopolist  were  relevant  and  were  briefly 
exposed  in  the  chapter. 
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CHAPTER  VT 


EVALUATION  OF  QUOTA  POLICIES  USED  BY  MARKETING  BOARDS1 

As  indicated  in  Chapter  III,  marketing  boards 
in  Canada  were  organized  on  a  commodity  basis  under  legis¬ 
lative  authority  in  an  attempt  to  develop  orderly  marketing 
of  regulated  farm  products.  The  regulated  products  accoun¬ 
ted  for  more  than  one-third  of  the  total  value  of  products 
sold  off  Canadian  farms.  Each  board  was  limited  in  its  op¬ 
erations  to  specified  products  produced  within  the  province 
or  within  specified  areas  of  the  province.  These  marketing 
boards  varied  widely  in  the  types  of  programs  they  initi¬ 
ated.  Since  it  was  not  possible  here  to  make  an  evaluation 
of  all  the  existing  marketing  boards  in  Canada,  one  main 
commodity -- broiler  chicken--was  selected  to  represent 
boards  with  "marketing  quotas".  This  choice  was  considered 
both  necessary  as  well  as  sufficient  for  the  purpose  of  the 
analysis. 

In  order  to  delimit  the  study  further,  selection 
of  broiler  chicken  marketing  boards  operating  in  three  pro¬ 
vinces  was  made  in  the  following  sequence: 

(1)  The  British  Columbia  Broiler  Growers' 
Marketing  Board 

xThe  chapter  includes  considerable  information 
which  was  received  in  personal  interviews  and  correspondence. 
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(2)  The  Alberta  Broiler  Growers'  Marketing 

Board . 

(3)  The  Ontario  Broiler  Chicken  Producers' 

Marketing  Board. 

Using  these  marketing  boards  as  case  studies,  it  was  pos¬ 
sible  to  make  some  conclusions  about  the  effects  of  quota 
policies  used  by  the  broiler  marketing  boards  in  Canada 
and  to  give  suggestions  for  their  improvement  within  the 
framework  of  the  proposed  National  Broiler  Marketing 
Agency . 1 

Broiler  Chicken  Producers'  Marketing  Boards 
Preliminary  Remarks:  An  Historical  Account 

The  beginning  of  the  broiler  industry  in  Canada 
can  be  traced  back  to  the  late  1940 's  when  the  produc¬ 
tion  of  poultry  meat  was  supplementary  to  the  main  farm 
enterprise.  It  provided  an  outlet  for  the  utilization 
of  excess  farm  labour  and  capital. 

It  was  in  the  1950 's  that  the  development 
of  hybrid  birds  gave  broiler  production  extensive  recog¬ 
nition  as  an  industry  in  its  own  right.  This  led  to 
rapid  expansion  in  the  production  of  broilers  across  the 
country,  causing  the  processing  of  broilers  to  increase 


lThe  National  Agency  for  Eggs  and  Turkeys  has 
already  been  established,  and  the  agency  for  broilers 
has  been  proposed. 


subst ant ial 1 y . 1 

This  development  created  a  substantial  produc¬ 
tive  capacity  in  the  industry,  and  the  problem  confront¬ 
ing  the  processors  became  one  of  assuring  a  stable  and 
adequate  supply  of  broilers  to  minimize  the  processing 
costs  associated  with  idle  and/or  underutilized  plants. 
This  posed  a  serious  problem  during  the  off-season  when 
broilers  were  in  short  supply.  Consequently  during  these 


Growth  in  the  Canadian  broiler  industry  has 
been  a  result  of  rapid  expansion  in  the  production  of 
broilers  and  a  simultaneous  expansion  in  processing  fa¬ 
cilities.  The  following  table  provides  data  on  the 
dimensions  of  the  poultry  processing  industry  in  Canada 
affecting  the  growth  of  the  national  broiler  industry. 
Value  of  shipment  of  poultry  products  has  increased  con¬ 
tinuously  over  the  1955-71  period. 


POULTRY  PROCESSORS 


1955 

1961 

1965 

1967 

1969 

1971 

Total  Value  Added 
($  mill.) 

21  .0 

25.1 

34.0 

42.8 

56.3 

62.7 

Plant  Numbers 

191 

169 

150 

125 

11  1 

104 

Number  of 

Employees 

4610 

5013 

5987 

6670 

7210 

7500 

Value  of  Shipments 
($  mill.) 

142.1 

152.4 

192.5 

234.3 

283. 1 

299.5 

Source:  Dominion  Bureau  of  Statistics,  Poultry  Proces- 

sors,  Cat.  No.  32-227  (1966-71),  and  Financial 
Post,  Survey  of  Markets  (Toronto:  Maclean  - 
Hunter  Ltd.,  1955-71). 
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periods  there  emerged  vigorous  competition  among  proces¬ 
sors  for  supplies. 

Processors  considered  one  approach  to  this 
problem  would  be  to  enter  into  contracts  with  growers 
through  which  they  hoped  to  influence  decisions  regard¬ 
ing  the  type  of  bird,  market  weight  and  the  total  produc¬ 
tion.  Moreover,  it  was  considered  that  the  stable  sup¬ 
plies  emerging  out  of  these  contracts  would  help  to  cap¬ 
ture  the  cost  economies  associated  with  the  fuller  util¬ 
ization  of  their  plants. 

Development  of  Vertical  Integration1 

Competition  among  processors  for  supplies,  cul¬ 
minating  in  contractual  arrangements  between  growers  and 
processors,  set  the  stage  for  development  of  vertical 
integration  in  the  Canadian  broiler  industry.  This  de¬ 
velopment  was  consistent  with  processors’  objectives  of 
acquiring  a  greater  measure  of  control  over  supplies  and 
the  marketing  of  broiler  chickens.  It  assured  processors 
of  a  stable  and  adequate  supply  of  birds  without  their 
having  to  assume  the  risks  associated  with  farm  produc¬ 
tion.  The  concept  of  integration  through  contracts 
forced  growers  into  a  reappraisal  of  their  role  in  an 
industry  that  had  changed  its  characteristics  and  organi- 


^Source:  Canada  Department  of  Agriculture, 

Poultry  Division  (Ottawa,  unpublished  information,  1971.) 


zation.1  The  buoyant  consumer  demand  for  broiler  meat, 2 


figure  6-1  is  incorporated  to  show  the  func¬ 
tional  structure  of  the  Canadian  broiler  industry  with 
all  vertical  linkages. 

2It  may  be  noticed  that  there  has  been  a  con¬ 
tinuous  increase  in  per  capita  consumption  of  broiler 
meat  in  Canada.  The  following  table  gives  the  per  capi¬ 
ta  disappearance  of  broiler  meat  in  Canada  and  the  ten 
provinces  for  the  1960-71  period. 


Per  Capita  Consumption  of  Broiler  Meat 
(Canada3  and  Provinces*3,  1960-1971) 


Year 

Canada 

B.C. 

Alta. 

Sask 

.  Man . 

Ont . 

Que . 

PEI  . 

N.B. 

N.S. 

1960 

29.9 

24.4 

21  .4 

20.1 

(lbs.) 

20.7 

24.3 

17.9 

13.7 

14.2 

16.4 

1961 

23.2 

27.2 

24.2 

17.9 

22.2 

27.1 

20.4 

15.2 

16.4 

18.7 

1962 

22.9 

26.0 

23.4 

23.9 

23.4 

26.2 

19.8 

14.7 

15.7 

17.7 

1963 

23.8 

26.6 

24.2 

26.6 

22.7 

27.2 

20.7 

15.3 

16.3 

18.1 

1964 

25.4 

28.9 

25.4 

23.8 

25.2 

29.4 

22.6 

18.1 

17.9 

19.6 

1965 

26.7 

30.8 

27.1 

27.1 

26.1 

30,4 

23.7 

19.6 

19.2 

20.8 

1966 

28.5 

32.5 

30.4 

30.5 

27.7 

31.9 

24.9 

19.5 

20.7 

21.9 

1967 

30.0 

33.2 

31  .4 

28.8 

30.6 

33.2 

27.0 

21 . 1 

22.3 

24.1 

1968 

29.4 

31  .2 

29.7 

27.1 

30. 1 

33.2 

27.0 

19.6 

21  .6 

23.2 

1969 

32.4 

33.0 

32.6 

29.2 

32.4 

36.6 

29.8 

21.5 

24.1 

26.5 

1970 

32.4 

33.  1 

32.8 

29.2 

32.9 

36.7 

30.  1 

22.2 

24.6 

27.3 

1971 

33.6 

33.7 

32.9 

29.5 

33.1 

37.9 

31  .2 

23.1 

25.1 

27.5 

aNational  per  capita  disappearance  of  broiler  meat  from 
Canada  Department  of  Agriculture,  Poultry  Market  Re¬ 
view  (Ottawa:  Poultry  Division  and  Marketing  Informa¬ 
tion  Section,  annuals  1960-71);  and  Dominion  Bureau  of 
Statistics,  Apparent  Per  Capita  Domestic  Disappearance 
of  Food  in  Canada ,  1960-1971,  Cat.  No.  32-226,  Annual 
(Ottawa:  Dominion  Bureau  of  Statistics,  1960-71). 

bPer  Capita  consumption  of  broiler  meat  for  provinces 
estimated  from  the  national  figure  using  per  capita 
income  of  provinces  as  proportional  to  the  national 
per  capita  income  for  each  year  and  the  income  elas¬ 
ticity  coefficient  of  1.0  for  poultry  meat  as  speci¬ 
fied  in  M.L.  Lerohl ,  et  al ,  The  Benefits  and  Burdens 
of  Feed  Grain  Transportation  Policy  (Ottawa:  Agricul¬ 
tural  Economics  Research  Council  of  Canada,  1970). 
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FIGURE  6-1 

FUNCTIONAL  RELATIONSHIP  OF  CANADIAN  BROILER  INDUSTRY 
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rapid  technological  changes  in  farm  production,  process¬ 
ing,  and  vigorous  competition  within  the  industry  exerted 
substantial  pressures  on  the  grower  for  expansion  in  the 
size  of  his  broiler  enterprise. 

The  directional  changes  ensuing  in  farm  organi¬ 
zation  were  characterized  by  optimism  among  growers  which 
led  them  to  become  completely  specialized  in  broiler  pro¬ 
duction.  This  tended  to  make  broiler  production  a  dominant 
activity  on  a  diversified  farm  operation.1 

Another  important  reason  that  led  farmers  to 
integrate  their  operations  vertically  was  due  to  the 
credit  needs  that  increased  with  their  measures  to  ex¬ 
pand  broiler  production.  The  owners  of  hatcheries,  feed 
manufacturers  and  processors  were  quite  willing  to  pro¬ 
vide  the  necessary  credit  if,  in  exchange,  the  growers 
entered  into  a  contractual  agreement  with  several  process¬ 
ing  and  packing  plants  across  Canada. 

Another  form  in  which  vertical  integration 
appeared  was  contract  integration,  in  which  contractual 
arrangements  for  inputs  were  made  between  a  grower  and 


1  The  net  positive  effect  of  these  organizational 
changes  in  the  broiler  industry  were:  (1)  a  substantial 

increase  in  the  supply  of  broiler  production  at  the  farm 
level,  (2)  an  aggressive  sales  promotion  at  the  retail  le¬ 
vel,  and  (3)  a  significant  decrease  in  production  costs. 

It  was  vital  for  the  economic  survival  of  the  individual 
farm  unit  to  capitalize  on  the  cost  economies  that  were 
associated  with  the  greater  volume  of  business  at  that 
time.  Moreover,  growers  seemed  to  believe  that  expansion 
would  facilitate  their  gaining  a  greater  measure  of  market 
control  than  they  apparently  had  at  that  time. 
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a  hatchery,  a  feed  manufacturer  and  a  processor.  This 
was  the  most  common  form  of  vertical  integration.  From 
the  point  of  view  of  the  grower,  these  contracts  intro¬ 
duced  considerable  rigidity  in  the  production  and  market¬ 
ing  of  broiler  chickens.  The  contracts  usually  required 
the  grower  to  market  all  his  broiler  chickens  at  one 
plant  on  a  particular  date  at  a  contracted  price,  or  he 
was  required  to  buy  all  his  chickens  or  feed  from  a  par¬ 
ticular  firm.  In  return  for  these  obligations,  the 
grower  was  assured  of  adequate  credit  and  advice  on  tech¬ 
nical  and  managerial  problems,  thereby  minimizing  the 
risks  and  uncertainty  associated  with  broiler  production. 

Vertical  Integration  and  Market  Control 

One  aspect  of  the  integration  problem  which 
seems  to  have  received  little  attention  is  that  dealing 
with  market  control.  Integration  is  essentially  a  mar¬ 
ket  phenomenon,  especially  with  respect  to  broiler  chic¬ 
ken.  This  stems  from  the  fact  that  the  largest  gains  in 
marketing  efficiency  are  from  organizational  innovations 
not  marketing  technology.  Achieving  such  organization¬ 
al  innovations  invariably  involves  some  degree  of  market 
control . 

Interpreting  the  main  motive  involved  in  ob- 
tainig  market  power,  integrators  want  to  obtain  inde¬ 
pendence  from  the  free  market  and  the  dominant  reason 
for  this  is  to  obtain  an  increase  in  profits.  This  as¬ 
pect  of  obtaining  an  increased  profit  can  be  illustrated 


by  a  theoretical  model  presented  by  Vernon  and  Graham.1 
This  is  attempted  in  the  next  section. 

A  Theoretical  Model  Indicating  Profitability  of 
Monopolization  by  Vertical  Integration 

The  generally  accepted  hypothesis  that  the 
merger  policy  of  a  monopolist  is  not  based  on  a  profit 
incentive  for  integrating  into  a  competitive  sector  un¬ 
less  there  are  cost  savings  to  be  gained  is  valid  if  the 
isoquant  of  the  integrator  is  of  the  fixed-proportion 
type.2  However,  the  assumption  of  a  fixed  proportion 
isoquant  overlooks  an  important  source  of  monopoly  pro¬ 
fits  generated  through  vertical  integration.  An  alter¬ 
native,  in  which  the  isoquant  is  of  the  variable  propor¬ 
tion  type,  presents  a  more  realistic  situation  and  the 
vertical  merger  (e.g.,  feed  manufacturers,  hatcheries, 
etc.,  integrating  into  the  broiler  chicken  production) 
permits  the  integrated  firm  to  achieve  efficiency  in  fac 
tor  utilization  and  therefore  capture  additional  profits 
This  conclusion  is  depicted  in  Figure  6-2. 
Representing  the  entire  industry  by  isoquant  X*,  the 
ratio  of  monopoly  price  A  to  the  price  of  B  is  given 


JJ.  M.  Vernon  and  D.  A.  Graham,  "Prof i tab il i ty 
of  Monopolization  by  Vertical  Integration,"  Journal  of 
Political  Economy ,  Vol .  79,  Part  2  (1971). 

2M.  L.  Berstein,  "A  Theory  of  Full-line  Forc¬ 
ing,"  Northwestern  University  Law  Review ,  Vol.  55,  No.  1 
(1960)  . 
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A  THEORETICAL  MODEL  INDICATING  PROFITABILITY  OF 
MONOPOLIZATION  BY  VERTICAL  INTEGRATION 


Pr  ice 
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by  the  slope  of  PP* .  The  ratio  of  the  marginal  cost  of 
A  to  the  price  of  B  is  given  by  MM*  (NN*  is  parallel  to 
MM*).  Measuring  in  units  of  B,  the  monopolist's  pre¬ 
merger  profit  is  PM.  After  merging  and  shifting  produc¬ 
tion  from  point  E  to  point  F,  the  integrated  firm  could 
increase  its  profits  by  at  least  MN.1 

Despite  this  profit  and  certainty  factor  impli¬ 
cit  in  the  monopolization  by  vertical  integration,  broil¬ 
er  chicken  growers  in  Canada  opted  for  "supply  management" 
as  the  second  best  technique  to  generate  the  required 
countervail ing  power.  There  were  several  reasons  for  the 
preference  of  this  technique  for  supply  management.  Far¬ 
mers  in  general  were  jealous  of  their  independence  and 
wanted  to  maintain  their  right  to  make  their  own  deci¬ 
sions  and  control  their  own  business.  With  all  its  posi¬ 
tive  effects,  vertical  integration  generated  circumstan¬ 
ces  leading  to  the  corporate  take  over  of  farmers'  broil¬ 
er  chicken  growing  operations  by  hatcheries  and  feed 
manufacturers,  which  was  not  politically  acceptable  to 
the  farmers.  The  situation  became  severe  in  the  broiler 
chicken  industry  in  the  early  Sixties  throughout  Canada 


^Several  sources  of  economic  efficiency  in  verti 
cal  integration  can  be  recognized.  First,  it  tends  to  pro 
mote  efficiency  by  coordinating  each  phase  ol  rhe  overall 
business.  Second,  it  reduces  certain  costs  by  eliminating 
many  agents  and  brokers.  Third,  it  gives  the  grower  stabi 
lity  and  fourth,  integration  brings  capital  together  where 
it  is  needed. 


and  it  appeared  that  farmers  faced  the  extinction  of 


their  independent  status.1  Therefore,  they  turned  to 
provincial  marketing  legislation  for  the  use  of  supply 
management  through  the  broiler  chicken  marketing  boards 
in  order  to  maintain  their  position. 

Vertical  integration  in  broiler  production, 
being  an  efficient  means  of  production,  was  expected  to 
increase  the  production  of  birds  to  an  extent  where  it 
would  be  difficult  to  find  effective  market  outlets.2 


1  Besides ,  insofar  as  the  individual  farm  unit 
was  concerned,  vertical  integration  imposed  restraints 
on  individual  choice  and  freedom  of  decision  making  and 
forced  the  grower  into  rigid  contractual  arrangements 
with  the  integrator,  whereby  his  responsibility  for  the 
management  decisions  regarding  his  flock  virtually  dimi¬ 
nished  to  zero. 

2The  following  table  gives  the  supply  and  de¬ 
mand  situation  of  broiler  meat  for  Canada  during  1961- 
1971.  Though  the  domestic  disappearance  increased  over 
this  period,  the  surplus  balance  worsened  the  price  situ¬ 
ation.  A  surplus  position  continued  even  after  1966-67 
(the  year  when  several  provinces  started  marketing  plans) 
because  some  provinces  like  Quebec  continued  producing 
without  any  supply  management.  Under  the  integrated  sys¬ 
tem,  broiler  production  in  Quebec  increased  by  over  50 
percent  during  1966-71  and,  with  the  increased  numbers 
of  integrated  operations  and  with  large  sources  of  finan¬ 
cial  backing,  it  took  very  drastic  and  often  prolonged 
periods  of  depressed  price  to  have  any  effect  on  supply. 


SUPPLY  AND  DEMAND  SITUATION  OF  BROILER  MEAT  CANADA,  1961-71 


Year 

Stocks  at 
Jan  1st 

Prod. 

Imports 

Tota  1 
Supply 

Domest i c 

Use 

Ba 1 ance 

1961 

14.8 

416.3 

(million 

14.8 

lbs.) 

446.0 

423.1 

+22.9 

1963 

10.5 

453.4 

5.9 

469.8 

450.5 

+  19.3 

1965 

18.8 

515.1 

7.8 

541.9 

524.4 

+  17.4 

1967 

24.3 

601  .3 

10.3 

636.0 

612.1 

+23.8 

1969 

19.2 

684.7 

5.2 

709.2 

682.3 

+26.8 

1971 

30.4 

629.1 

1  .2 

660.7 

633.0 

+27.7 

Figure  6-3  depicts  total  supply  and  consumption 
of  broiler  meat  in  Canada,  1961-71. 
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FIGURE  6-3 

TOTAL  SUPPLY  AND  DOMESTIC  DISAPPEARANCE  OF  BROILER  MEAT 

CANADA,  1961-71 


Year 


This  was  expected  to  generate  price  and  income  problems 
in  the  broiler  chicken  industry,  causing  the  storage 
stocks  to  expand  which  could  exert  a  substantial  burden 
on  the  industry  unless  government  subsidized  the  export 
of  live  or  eviscerated  birds.  Farmers  thought  that  these 
problems  generated  by  vertical  integration  could  be 
solved  with  the  tool  of  supply  management  implemented 
through  the  provincial  marketing  boards.  Consequently, 
various  provinces  began  establishing  marketing  boards. 

Impact  of  Broiler  Marketing  Boards 
on  Relative  Market  Shares 

The  first  broiler  chicken  marketing  board  was 
established  in  the  Province  of  British  Columbia  (December 
1961).  Since  then,  similar  marketing  boards  have  been 
established  in  other  provinces;1  each  changed  the  rela¬ 
tive  market  position  of  each  province.  Table  6-1  indi¬ 
cated  that,  in  1960,  Ontario  surpassed  Quebec  in  total 
broiler  marketing  (47.6  percent  of  the  total  Canadian 
broiler  chicken  production  was  in  Ontario  as  compared  to 
32.0  percent  in  Quebec  in  1970).  After  the  establishment 
of  the  Broiler  Chicken  Marketing  Board  in  Ontario  in  1965 
the  relative  market  share  decreased  to  34.3  percent  while 


1  In  sequence,  the  establishment  of  broiler  mar¬ 
keting  boards  followed  this  pattern:  British  Columbia, 
December,  1961;  Ontario,  April,  1965;  Nova  Scotia,  1966; 
Saskatchewan,  June,  1966;  Albert a,  September ,  1966;  Mani¬ 
toba,  June,  1968;  and  Quebec,  1971.  Though  the  board 
existed  in  Quebec  since  1964,  there  was  no  provision  for 
the  use  of  supply  management  in  the  broiler  industry. 


■ 

' 


' 


Table  6-1 


RELATIVE  MARKET  SHARE 

OF  BROILER  PRODUCTION  BY 

1960  f,  1970 

PROVINCE, 

Prov i nee 

Relative  Market 

Share 

1960 

1970 

(Percent ) 

Ontar  io 

47.6 

34.3 

Quebec 

32.0 

40.6 

New  Brunswick 

1  .  1 

2.6 

Nova  Scotia 

3.2 

2.9 

Prince  Edward  Island 

x 

X 

A 1 berta 

4.5 

5.9 

Saskatchewan 

X 

X 

Man i toba 

2.3 

4.3 

British  Col umbia 

8.7 

7.1 

*  Less  than  1  percent. 

Canada  Department  of  Agriculture,  Poultry  Market  Review 
(Ottawa:  CDA,  1960  and  1970).  (Estimates.) 
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in  Quebec,  where  no  supply  management  was  practiced,  the 
market  share  improved  to  40.6  percent.  Of  the  151.0  mil¬ 
lion  lbs.  increase  in  broiler  marketing  in  Quebec  during 
1960-71  period,  about  73.0  percent  occurred  during  the 
years  1965-70.  Table  6-2  illustrates  the  changes  between 
1960  and  1970. 

During  the  latter  half  of  the  1960's  when  Que¬ 
bec's  broiler  producers  increased  production  in  order  to 
gain  a  larger  share  of  the  Ontario  market,  capital  expan¬ 
sion  loans  at  low  interest  rates  were  readily  available 
from  the  Quebec  Government.  In  addition,  by  making  use 
of  vert ical int egr at  ion  techniques  developed  in  the  United 
States,  production  costs  were  lowered.  Quebec  made  size¬ 
able  inroads  into  the  Ontario  market.  At  times,  excess 
broilers  from  Quebec  were  sold  in  distant  markets  at  prices 
reduced  by  as  much  as  3  cents  per  pound  below  local  mar¬ 
ket  prices. 

During  the  period  1960-70,  all  other  provinces 
achieved  larger  percentage  increases  than  Ontario.  Broil¬ 
er  marketings  in  Saskatchewan,  Manitoba  and  New  Brunswick 
increased  steadily  from  a  relatively  low  level  in  1960 
but  the  absolute  increase  was  not  important  in  relation 
to  Quebec  and  Ontario  production  (Table  6-2).  However, 
from  Table  6-1  it  is  evident  that  Quebec,  Ontario,  British 
Columbia  and  Alberta  had  been  the  major  broiler  chicken 
producers  during  the  1960-70  period.  Since  Quebec  had  no 


RANK,  VOLUME  AND  PERCENTAGE  CHANGE  IN  BROILER  MARKETING 

BY  PROVINCE, 


1960  §  1970 


Prov i nee 

(Ev i scerated 

Market i ng 
Weiqht  Basis) 

j  Chanqe 

1960  (Rank) 

1970  (Rank) 

1 960-70 

Ontario 

('000  lbs.) 

87,923  (1) 

(’000  lbs.) 

189,495  (2) 

115.5 

Quebec 

59,192 

(2) 

224,709  (1 ) 

279.6 

British  Columbia 

16,126 

(3) 

39,369  (3) 

196.9 

Al berta 

8,239 

(4) 

32,348  (4) 

292.6 

Nova  Scotia 

5,928 

(5) 

15,967  (6) 

169.3 

Man  i  toba 

4.223 

(6) 

23,784  (5) 

463.2 

New  Brunswick 

2,002 

(7) 

14,170  (7) 

607.8 

Saskatchewan 

1,056 

(8) 

12,955  (8) 

1 126.8 

Prince  Edward  Island 

131 

(9) 

386  (9) 

194.7 

CANADA 

184,820 

553,183 

199.3 

Source:  Canada  Department  of  Agriculture,  Poultry  Market 
Review  (Ottawa:  CDA  1960  to  1970).  (Estimates.) 
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supply  management  program,  it  was  not  possible  to  analyze 
the  impact  of  quota  policies  on  the  selected  variables. 
However,  Quebec  broiler  chicken  is  useful  to  the  analysis 
on  a  comparative  basis. 

Analysis  of  Supply  and  Demand 

Effective  short-run  supply  management  requires 
the  knowledge  of  price -quant ity  relationships  and  speci¬ 
fically,  the  knowledge  of  short-run  supply  and  demand 
elasticities  with  respect  to  important  economic  variables. 
It  was  therefore  considered  important  to  develop  an  eco¬ 
nomic  model  specifying  the  variables  that  might  explain 
the  supply  and  demand  structure  of  the  Canadian  broiler 
industry  and  to  test  the  behaviour  of  the  parameters 
through  econometric  analysis.  Identification  of  the  vari¬ 
ables  that  explained  the  supply  and  demand  structure  of 
the  Canadian  broiler  industry  was  considered  relevant  for 
guiding  the  various  broiler  marketing  boards  in  making 
their  quotas  and  pricing  policies  more  effective. 

The  traditional  procedure  used  in  structural 
analysis  of  supply  and  demand  is  to  estimate  parameters 
of  supply  and  demand  equations  through  alternative  re¬ 
gression  techniques  applied  to  time-series  data.  Single 
equation,  least  square  method  gave  the  best  results  under 
the  assumptions  that:  (a)  the  data  were  accurate,  (b) 
the  model  used  was  a  good  approximation  of  the  "real  world" 
conditions,  (c)  the  behavior  patterns  of  producers  and 
consumers  were  stable,  and  (d)  statistical  estimation 


procedures  were  appropriate.  Based  on  these  assumptions, 
the  estimates  could  be  used  for  prediction  purposes  as 
wel  1 . 

Specification  of  the  Fxonomic  Model:  Theoretical  Con¬ 

siderations  Applicable  to  Broiler  Chicken  Production 


Supply  Side- -The  average  revenue  that  an  indi¬ 


vidual  broiler  chicken  producer  can  realize  through  the 
sale  of  broilers  produced  can  be  indicated  by: 


R-  =  f.(Q.)  with  3R./3Q.  <  0 
J  1  V  1 


(6-1) 


and  f j (Q j  5  ^  6  where  R^  =  average  revenue  and  =  quan¬ 

tity  produced  by  the  producer  j . 

On  the  cost  side  the  variable  cost  as  a  function 
of  output  at  a  particular  farm  is: 


(6-2) 


where  q*  =  quantity  produced,  C.  =  the  variable  cost  and 


0  <  q*  <  . 


3 


The  marginal  cost  MC..  (q|)  is: 


3(MC.)/8q|  >  0 


Now,  each  broiler  producer's  rules  of  behaviour  will  be 
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determined  by: 


MaxII 


m 

l 

i=  l 


n 

l  q? 
3=1  j 


(6-3) 


where  n  is  the  aggregate  net  return  and  X  is  a  Langragian 
multiplier,  assuming  that  the  total  quantity  produced 
equals  the  total  quantity  marketed.  Considering  the  ob¬ 
jective  of  maximizing  net  return,  broiler  producers  make 
decisions  that  affect  the  total  supplies  produced  which 
theoretically  correspond  to  the  rising  portion  of  their 
individual  marginal  cost  schedules. 

Demand  Side--In  a  theoretical  framework,  a  demand 
relationship  obtained  as  a  result  of  maximizing  consumer's 
satisfaction  subject  to  a  budget  constraint  is  expressed 
as  a  function  of  prices  and  income  on  the  quantity  con¬ 
sumed,  but  in  most  cases  it  seems  important  to  isolate 
the  effects  of  non-economic  variables  such  as  psychologi¬ 
cal,  sociological,  cultural  and  regional  factors  that  de¬ 
termine  the  level  of  demand  for  a  given  commodity.  Un¬ 
fortunately,  it  is  often  difficult  or  even  impossible  to 
quantify  the  effects  of  many  noneconomic  factors.  The 
static  theory  of  demand,  however,  depends  on  certain  basic 
principles  that  refer  to  utility-maximizing  individuals. 

If  Pi,  p2  ,  . . . ,  pn  represents  the  unit  price 
of  commodities  and  total  expenditures  equal  pjq^  p2q2 
subject  to: 
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Piqi  +  p2q2  +  ...  +  Pnqn  *  7, 

the  consumer’s  choice  of  qj  ,  q2,  .  ..,  qn  will  be  deter¬ 
mined  via: 

U(qi,  q2 . qn)  +  (Y  -  Piqi-  •••  -  Pnqn)  and>  therefore, 

Uj  (qi,  . . qn)  -  Pj  =  0  (6-4) 

(j  =  1,  2,  .  .  .  ,  n) 

Y  *  Pi q i  -  P2q2  -  “  Pnqn  “  0  (6-5) 

where  U.  =  >  0. 

J  3qj 

Thus  we  have  (N  +  1)  equations  in  (N  +  1)  variables 
Cq i ,  q2 ,  qn)  and  Y  and  we  can  solve  for  the  quanti¬ 

ties  that  provide  the  individual  with  the  highest  possible 
level  on  his  preference  scale.  Therefore  the  solution  is: 

qj  =  qj(Pi»  p 2 >  •••»  Pn>  Y)  (6-6) 

j  “  (1>  2,  •••,  n) 

The  quantity  purchased  of  each  commodity  is  expressed  as 
a  function  of  its  price,  the  price  of  other  commodities, 


' 

. 


. 


and  income,  representing  a  set  of  demand  functions. 


Outline  of  the  Economic  Model 
Characteristics  of  Supply  Structure  for  Broilers- -The 
quantity  of  broilers  produced  was  expected  to  be  associ¬ 
ated  directly  with  the  factors  that  affected  the  raising 
of  broilers.  The  structure  of  broiler  supply  was  considered 
simple  because: 

(a)  The  broiler  enterprise  was  a  single  pro¬ 
duct  enterprise; 

(b)  The  period  of  broiler  production  was  rela¬ 
tively  short. 

In  the  broiler  sector,  farmers  made  only  one 
decision,  the  number  of  broilers  to  raise,  and  once  these 
broilers  were  raised,  farmers  could  do  little  to  adjust 
output.  Only  the  weight  could  be  increased  or  decreased 
according  to  market  conditions. 

On  the  supply  side,  total  broiler  output  could 
be  predicted  largely  from  the  factors  that  affected  deci¬ 
sions  on  the  number  of  broilers  to  be  raised.  The  struc¬ 
tural  relationships  of  supply  and  demand  in  the  broiler 
industry  are  expressed  in  Figure  6-4. 


SUPPLY  AND  DEMAND  STRUCTURE  OF  BROILERS 
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The  Economic  Model  (Supply) 

Based  on  Figure  6-4  factors1  affecting  broiler 
production  were  identified  as: 


Sb  =  £ 
r 


pb 

i 

Pb  ] 

pb 

r 

r 

9 

nf 

’  r 

1 

,  dj 

Vx 

where : 

=  supply  of  broilers, 
=  price  of  broilers, 


^  =  price  of  feeds, 


(6-7) 


1  In  equation  (6-7),  supply  of  broilers  was  ex¬ 
pected  to  be  associated  directly  with  the  factors  that 
affected  the  raising  of  broilers.  Quota  allotments  were 
ignored  in  the  sense  that  individual  broiler  production 
decisions  could  still  be  explained  by  variables  identi¬ 
fied  in  the  economic  model  within  a  given  quota  system. 
Raising  of  broilers  was  considered  to  be  affected  by  de¬ 
cisions  such  as  price  of  broilers 

b  f  f 

P  ,  price  of  feeds  P*j  ,  price  of  feed  last  year  P,  ,  and 

r  U  b  dt-i 

technology  index  of  broiler  production  T  Egg  profita¬ 
bility  index  lag  (E^  )  could  be  used  in  general,  but 

with  specific  reference  to  broiler  and  egg  production  as 
distinctly  separate  operations,  it  was  considered  irrele¬ 
vant  in  this  model.  Broilers  and  egg  marketing  boards 
operated  separately  in  several  provinces  and  the  Central 
Egg  Marketing  Agency  and  the  proposed  Broiler  Agency  (both 
at  the  national  level)  are  considered  distinctly  separate 
entities.  Quantity  and  pricing  decisions  in  the  Canadian 
broiler  and  egg  sectors  are  made  under  different  considera¬ 
tions  as  the  variables  explaining  the  structural  charac¬ 
teristics  of  the  Canadian  egg  sector  are  different  from 
the  broiler  sector. 
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=  price  of  feeds  last  year, 

dt-i 

=  technology  index  of  broiler  production  (feed 
r  conversion  ratio). 

For  estimation  purposes  this  was  expressed  (single  equa¬ 
tion,  least  square  model)  as: 


log  sj 


log  a0 


+ 


ai  log 


[pb] 

[Pb  ] 

r 

Pd 

+  a2log 

r 

7 

VJ 

a3log  Tb  +  U 
(6-8) 


The  estimate  of  domestic  broiler  production,  with  inclu¬ 
sion  of  trade  balance,  would  give  the  total  available 
domestic  supply. 

Characteristics  of  Demand  Structure  for  Broilers 

The  determinants  of  demand  were  numerous  but 
the  most  important  factors  were  identified  as  follows: 


(i) 

Tastes 

and  preferences, 

(ii) 

Prices 

of  chicken  broilers, 

(iii) 

Consumers'  real  income, 

(iv) 

Prices 

of  substitutes, 

(v) 

Number 

of  consumers  in  market  place, 

(vi) 

Availability  of  substitutes. 

The  Economic  Model  (Demand) 

However,  for  our  purposes,  the  following  func¬ 
tional  relationship  existed  in  the  Canadian  broiler 
industry : 
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(6-9) 


where : 

=  Per  capita  consumption  of  broilers, 

pk  =  Retail  prices  of  broilers, 

y£  =  Consumers'  real  income, 

=  Supply  of  broilers, 

Pr  =  Prices  of  substitutes, 
s 

For  empirical  purposes,  the  functional  model  could  be  writ¬ 
ten  as: 


Log  p"  =  log 


+  ajlog  +  a2log  Y?  +  a3log  S*?  + 


ai,log  Pg  +  U  (6-10) 

Summary  of  Supply  Estimates 

The  results  of  estimation  of  both  single-step 
linear  and  single-step  logarithmic  equations  were  ob¬ 
tained  for  broiler  supply  and  demand  structure  through 
the  ordinary  least  squares  method.  The  logarithmic  form 
yielded  results  that  are  reported  as  follows: 


Log  SD  =  -  15.187  +  0.8721  log 
r  (0.1320) 


R2  = 


+  8.7314  log  T 
(0.8731)  r 

0.9131 


[pbl 

pj 1 

+  0.3102  log 

(0.1672) 

p! 

dt-i 

i  / 
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In  this  form,  supply  of  broilers  showed  a  posi¬ 
tive  relationship  with  broiler  prices  and  feed  price  ratio. 

PT 

The  coefficient  of  log  —r  had  a  positive  value,  greater 

Fd  pb 

than  the  coefficient  of  — ^ - ,  though  the  latter  co- 

dt-i 

efficient  also  had  positive  value. 

This  implies  that  broiler  production  was  more 
responsive  to  current  year  prices  than  to  past  year  prices. 
The  coefficient  of  log  T^  had  a  large  positive  value  and 
was  also  highly  significant,  implying  that  technological 
progress  in  broiler  production  stimulated  growth  in  the 
broiler  industry.  Besides  the  findings  of  these  econo¬ 
metric  results,  consumer  demand  and  use  of  broiler  meat 
as  a  substitute  for  other  meat  products  may  be  considered 
as  additional  factors  indirectly  responsible  for  increase 
in  broiler  production. 

Summary  of  Demand  Estimates 

Similarly,  coefficients  of  variables  in  demand 
function  (6-9)  were  estimated  by  the  single-step  linear 
and  single-step  logarithmic  equations.  The  following  va¬ 
lues  of  the  coefficients  were  obtained: 

Log  Pb  =  7.2130  +  0.3521  log  Cb  -  2.3170  Y?  +  0.7132  log  Pr 
r  (0.1337)  r  (0.9128)  D  (0.6213)  s 


R2  =  0.8134 


The  signs  of  coefficients  of  the  variables  in 

the  demand  equation  were  consistent  with  theory  of  demand. 

The  positive  value  of  intercept  (+7.2130)  conformed  to 

economic  logic.  Similarly,  the  value  of  coefficients  of 
b  r 

log  and  P  were  consistent  with  theory  and  also  signi¬ 
ficant,  even  at  the  95.0  percent  level.  The  negative  sign 

p 

q f  t  h e  c o c f  f  i c i cn t  of  Y .  i  n d  i  c a  t ed  that  the  d ema n d  f o r 

b 

broilers  were  found  as  negatively  related  to  per  capita 
income  of  the  consumer.  This  conclusion  was  difficult  to 
establish  as  it  related  to  prices  and  supplies  of  other 
red  meats,  pork  and  the  overall  attitude  of  consumers  in 
different  income  groups  towards  broiler  meat.  Broiler 
promotional  activities  as  adopted  by  various  broiler  mar¬ 
keting  boards  during  1961-70  period  could  also  be  a  factor 
in  changing  the  results  indicated  by  the  coefficient  Y^.1 

General  Analysis  of  the  Operation  of  Provincial 
Broiler  Marketing  Boards  in  Canada 

With  this  econometric  analysis  of  the  supply  and 
demand  structure  of  the  Canadian  broiler  industry,  it  seems 
advisable  to  first  analyze  the  operational  details  of  the 
existing  broi 1 cr‘  ma r ke t i ng  boards  in  Canada  before  proceed¬ 
ing  with  the  specific  evaluation  of  the  selected  three 


JMost  of  the  provincial  broiler  marketing  boarejs 
have  been  spending  thousands  of  dollars  on  broiler  promo¬ 
tional  activities  which  have  appeared  to  have  generated  a 
substantial  improvement  in  chicken  broiler  consumption  dur¬ 
ing  the  past  decade. 


provincial  marketing  boards  in  British  Columbia,  Alberta 
and  Ontario.  During  the  period  included  in  this  evalu¬ 
ation,  all  but  three  provinces,  i.e.,  Quebec,  Prince  Ed¬ 
ward  Island  and  Newfoundland,  had  broiler  marketing  boards 
with  quota  policies.1  Table  6-3  provides  a  detailed  analy 
sis  of  various  aspects  of  broiler  marketing  boards  and  its 
use  here  is  to  present  a  general  comparative  analysis  of 
the  various  facets  of  marketing  broiler  chicken  in  Canada. 

Levels  of  Control 

In  all  eight  provinces  as  indicated  in  Table 
6-3,  marketing  boards  had  control  at  different  levels  of 
broiler  production  and  marketing.  In  three  provinces - -Bri 
tish  Columbia,  New  Brunswick  and  Nova  Scotia--the  provin¬ 
cial  broiler  boards  had  control  at  all  level s - -hatcher ies , 
producers,  wholesalers  (processors)  and  retailers. 

For  hatcheries,  provision  was  made  for  fixing 
the  maximum  price  that  hatcheries  could  charge  for  broiler 
chicks  sold  to  the  growers.  For  producers,  the  most  ef¬ 
ficient  control  is  with  regard  to  marketing  quotas  and 


Recently,  in  1972,  Quebec  also  started  a  supply 
management  program  and  Newfoundland  established  a  broiler 
marketing  board  on  a  pattern  similar  to  the  one  operating 
in  Nova  Scotia.  Prince  Edward  Island  has  a  plan  but  has 
not  yet  fully  implemented  it. 
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minimum  producer  prices  for  liveweight  broilers.1  The 
minimum  prices  fixed  by  the  broiler  boards  for  producers 
generated  a  relevant  control  on  wholesalers  in  addition  to 
a  direct  control  on  production.  Beside  this,  wholesalers 
also  had  certain  regulations  as  set  by  the  broiler  boards 
with  regard  to  importing  broilers  from  outside  the  pro¬ 
vince.  Controls  were  exercised  by  the  boards  in  the  form 
of  issuing  permits  (secondary  quotas)  if  the  boards  thought 
broiler  imports  into  the  province  were  not  interfering 
with  the  production  and  marketing  of  bro i 1 ers  with! n  the 
province.  A  similar  control  was  meant  for  the  retailers, 
especially  in  provinces  where  retailers’  imports  from 
other  provinces  interfered  with  the  domestic  market. 

Flock  Size  Limits 

In  each  province,  control  over  chicken  broiler 
producers  varied  with  regard  to  flock  size.  Most  of  the 
provinces  placed  minimum  and  maximum  limits  on  bird  flock 
size,  ranging  from  no  minimum  limit  but  a  maximum  of  3 
percent  of  the  total  primary  quota,  or  87,000  head,  per 
cycle  in  British  Columbia:,  Alberta,  minimum  2,000  birds; 
Saskatchewan,  minimum  1,000  birds  per  year  and  maximum 
40,000  per  crop;  Manitoba,  minimum  1,000  birds  and  maxi- 


^lecently,  in  1973,  Quebec  also  started  a  supply 
management  program  and  Newfoundland  established  a  broiler 
marketing  board  on  a  pattern  similar  to  the  one  operating 
in  Nova  Scotia.  Prince  Edward  Island  has  a  plan  but  has 
not  yet  fully  implemented  it. 
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mum  30,000;  Ontario,  no  minimum  and  maximum  150,000;  Que¬ 
bec,  no  minimum  and  maximum  75,000;  New  Brunswick,  mini¬ 
mum  2,000  and  maximum  open  to  the  board’s  discretion;  and 
in  Nova  Scotia,  no  minimum  but  maximum  fixed  at  40,000  per 
three-month  period 

Boards,  Levies,  Licence  Fees  and  Over-Quota  Surplus  Charges 
The  amount  of  board  levies  varied  from  province 
to  province.  In  all  provinces,  except  British  Columbia,1 
the  board  levies  were  on  a  liveweight  basis  (cents  per  lb.) 
as  follows: 

Alberta--l/5$;  Saskatchewan  —  1  /  4  </: ; 

Manitoba- -1/8$ ;  Ontario  -  - 1  / 1 0  <f ;  New 
Brunswick- -1/8$  ;  Nova  Scot  ia- - 1  / 5 
(after  condemnation  insurance  payments 
are  adjusted) . 

Beside  the  board  levies  on  production  levels,  there  were 
licence  fees  that  hatcheries,  producers,  wholesalers  (pro¬ 
cessors)  and  retailers  paid  to  the  marketing  board.  None 
of  the  provinces,  except  British  Columbia,  had  any  licence 
fee  charged  to  hatcheries.  In  British  Columbia,  hatcher¬ 
ies  paid  $5.00  per  year  for  registration.  Beside  board 
levies,  some  provinces  (British  Columbia,  Saskatchewan, 
and  New  Brunswick)  had  a  licence  fee. 


!In  British  Columbia,  board’s  levy  was  on  live 
birds  and  not  on  weight  (0.75$  per  bird). 


Four  out  of  the  eight  provinces  that  had  broiler 
marketing  boards  operating  in  the  period  covered  in  the 
study  contained  some  provisions  to  deal  with  "over-quota 
surplus."1  British  Columbia  and  Nova  Scotia,  for  example, 
had  provision  to  deduct  the  number  of  head  over  quota  from 
the  next  cycle;  Saskatchewan  and  New  Brunswick  charged  5 
per  bird  and  had  a  suspension  or  other  penalty  for  any  pro¬ 
duction  over  the  allowed  marketing  quotas.  Similarly, 

New  Brunswick  and  Nova  Scotia  charged  1/8<J:  per  lb.  and  1/5 
per  lb.  (liveweight)  on  surplus  imported  from  other  pro¬ 
vinces. 

Price  Setting 

Tn  all  provinces,  broiler  marketing  boards  set 
minimum  (live  to  producers)  prices  as  follows: 

British  Columbia,  Manitoba,  Ontario  and  Quebec-- 

f.o.b.  farm  ungraded. 

Alberta,  Saskatchewan,  New  Brunswick  and  Nova 

Scot ia- -f . o . b .  plant  graded. 

British  Columbia  also  sets  minimum  prices  paid 
by  producers  to  hatcheries,  wholesalers  to  processors, 


lrrhere  had  been  no  surplus  removal  program  for 
broilers  in  the  provinces  (except  some  in  Nova  Scotia) 
in  a  fashion  similar  to  that  operating  in  the  egg  market¬ 
ing  system  (especially  in  British  Columbia,  Manitoba  and 
Ontario) .  Over-quota  surplus  was  dealt  with  by  changing 
the  length  of  the  production  cycle  and  in  some  provinces  by 
imposing  an  "over-quota  surplus  levy".  This  was  a  neces¬ 
sary  measure  to  balance  supply  and  demand  in  each  province. 


s 

_ 
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and  retailers  to  processors  or  wholesalers.  Characteris¬ 
tics  and  make-up  of  the  price  setting  committee  is  given 
in  Table  6-3. 

Producers’  Quota 

Except  for  Newfoundland  and  Prince  Edward  Island, 
all  provinces  had  their  broiler  marketing  boards  issuing 
primary  quotas  to  the  broiler  growers  either  weekly, 
monthly  or  when  required.  Some  provinces,  i.e.,  British 
Columbia,  Manitoba  and  Ontario,  had  provisions  for  secon¬ 
dary  quotas,  while  Alberta  and  Saskatchewan  issued  per¬ 
mits.  In  five  provinces --British  Columbia,  Alberta,  Sask- 
katchewan,  Quebec  and  Nova  Scot ia - -marketing  quotas  were 
transferable  with  some  restrictions  and  the  procedure 
of  increasing  the  size  of  marketing  quotas  also  varied 
from  province  to  province.1 

Number  of  Producers  and  Concentration  in  Broiler  Production 

Depending  on  the  minimum  flock  size  clause  in 
the  marketing  plan  of  each  province,  and  the  overall  size 
of  the  broiler  industry,  the  number  of  producers  under- 


1Tab le  6-3. 
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quota  and  not  under-quota  varied  in  different  provinces.1 
The  largest  number  of  broiler  producers  was  in  Quebec 
(1465)  with  35.68  percent  of  the  total  Canadian  broiler 
market  share.  Ontario,  which  produced  a  similar  volume 
for  the  Canadian  broiler  market,  had  a  lesser  number  of 
chicken  broiler  growers  (669)  all  with  under-quotas  since 
no  minimum  flock  size  exemption  clause  existed  in  the 
Ontario  Chicken  Broiler  Marketing  Plan.  British  Columbia, 
with  8.98  percent  of  Canadian  broiler  production,  had  125 
producers,  all  under  quota  range. 

After  analyzing  the  salient  points  of  simi¬ 
larities  and  differences  among  the  various  provincial  broil- 


^ccording  to  the  latest  information  avail¬ 
able  (1972)  the  following  table  gives  data  on  the  number 
of  producers  under-quota  and  not  under-quota  with  the  pro¬ 
portion  of  total  volume  of  broilers  produced  by  each  cate¬ 
gory. 


Number  of  Producers  Under-Quota  with  Percentage 
of  Total  Volume  (Head),  1973 


Number  of 
Producers 
Under-Quota 

%  of  Tota 1 
Vo  1 ume 

Number  of 
Producers 

Not  Under-Quota 

%  of  Tota 1 
Vo  1 ume 

British  Columbia 

125 

100.0 

n  i  1 

ni  1 

Ontario 

669 

100.0 

n  i  1 

n  i  1 

Saskatchewan 

80 

75.0 

2500 

25.0 

Man i toba 

125 

87.0 

N .  A . 

13.0 

Quebec 

1465 

100.0 

n  i  1 

n  i  1 

New  Brunswick 

30 

100.0 

n  i  1 

n  i  1 

Nova  Scot i a 

53 

100.0 

n  i  1 

ni  1 

Source:  Table  6-3. 


er  marketing  boards  in  Canada,  it  was  considered  advisable 
to  proceed  with  the  evaluation  of  quota  policies  of  indi¬ 
vidual  selected  marketing  boards. 

The  British  Columbia  Broiler  Growers’  Marketing  Board 
General  Background 

In  1957,  growers  in  the  Province  of  British 
Columbia  organized  ’’The  British  Columbia  Broilers  Growers’ 
Association"  to  look  after  the  interests  of  its  members. 
This  was  a  voluntary  society  without  any  legal  authority 
to  control  either  the  production  or  the  marketing  of 
broiler  chickens  in  the  Province.  In  fact,  there  was  no  ^ 
evidence  in  the  constitution  of  the  Association  that  it 
had  any  intention  of  performing  this  function. 

However,  prices  paid  to  growers  in  the  Province 
declined  from  27  cents  per  pound  in  1948  to  23  cents  in 
1960,  and  further  to  16,5  cents  in  1961. 1  This  level  of 
prices  was  considered  too  low  for  individual  growers  to 
survive  economically,  and  consequently,  a  meeting  of  the 
Association  was  called  to  discuss  the  problem. 

After  considerable  debate,  it  was  decided  by 
members  of  the  Association  to  cut  back  production  volun¬ 
tarily.  Anticipating  that  a  general  reduction  in  output 
would  exert  an  upward  pressure  on  prices,  most  growers 


Canada  Department  of  Agriculture,  Poultry  Mar¬ 
ket  Review  (Ottawa:  CDA,  1960-61). 


doubled  production  and  as  a  result,  there  was  a  "glut" 
on  the  market . 

Growers  then  felt  that  another  solution  to  the 
problem  would  be  to  set  up  a  committee  to  meet  with  pro¬ 
cessors  and  to  negotiate  for  a  guaranteed  higher  price. 

A  committee  was  set  up  but  when  it  met  with  processors,  the 
latter  were  quite  unsympathetic  to  the  growers’  requests 
and  advised  the  committee  to  get  its  members  to  devise  ways 
and  means  of  managing  their  affairs  in  a  more  rational 
manner . 

Powers  of  the  Board 

With  this  rebuff,  growers  then  elected  to  organ¬ 
ize  themselves  into  a  growers’  board  under  the  Natural 
Product  Marketing  (British  Columbia)  Act.  The  Board  was 
established  by  Order - in-Counc il  number  3093,  approved  on 
December  12,  1961,  and  the  control  program  became  effec¬ 
tive  on  January  1,  1962.  The  purpose  and  intent  of  the 
plan  was  to  provide  for  the  effective  promotion,  control 
and  regulation  of  any  and  all  respects  of  the  marketing 
of  broiler  chickens  in  the  Province.  This  included  as 
well  such  facets  of  marketing  as  transportation,  pro¬ 
cessing,  packing  and  storage. 

The  scheme  applied  to  all  persons  who  transport¬ 
ed,  processed,  packed,  stored  or  marketed  broiler  chickens 
in  the  Province  of  British  Columbia.  The  Board  was  endowed 
with  powers  to  promote,  regulate,  and  control  all  aspects 
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of  transportation,  processing,  packing,  storing  and  market¬ 
ing  of  broiler  chickens  within  the  Province  of  British 
Columbia.  The  Board,  however,  had  no  authority  to  control 
product  ion. 1 

In  summary,  the  growers,  through  the  instrument¬ 
ality  of  their  Board,  then  had  the  legal  authority  to  re¬ 
quire  all  persons  engaged  in  the  production,  transporta¬ 
tion,  processing,  packing,  storing  or  marketing  of  broiler 
chickens  to  register  with  and  obtain  licenses  from  the 
Board.  Secondly,  they  were  authorized  to  fix  the  prices 
at  which  broiler  chickens  were  to  be  sold  and,  in  addition, 
to  fix  different  prices  for  different  parts  of  the  Province. 
Thirdly,  they  were  authorized  to  regulate  the  time  and 
place  and  to  designate  the  agency  through  which  broiler 
chickens  were  to  be  processed,  packed,  stored  or  marketed 
and  to  determine  the  manner  of  distribution  of  the  quantity 
and  quality  or  class  of  broiler  chicken  that  was  to  be 
transported,  processed,  packed,  stored  or  marketed  at  any 
time.  Finally,  they  were  authorized  to  prohibit  transpor- 


iThe  reason  for  this  was  presumably  that  under 
the  British  North  America  Act  no  corporation  or  board 
could  control  production  directly.  This  did  not  preclude 
an  indirect  control  over  production  through  control  of  the 
amount  that  any  producer  could  market  at  a  given  time.  In 
order  to  escape  the  direct  grip  of  this  provision  contained 
in  the  Constitution  of  Canada,  most  marketing  boards  that 
desired  to  control  production  did  so  by  exercising  legal 
control  over  the  quality  and  quantity  of  regulated  com¬ 
modity  that  was  marketed  by  an  individual  over  a  period 
of  time.  The  power  over  marketing  virtually  gave  control 
over  production. 
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tation,  processing,  packaging,  storage  or  marketing  of 
any  grade,  quality  or  class  of  broiler  chickens  and  also 
to  determine  the  charges  that  might  be  made  for  the  ser¬ 
vices  of  any  designated  agency.1 

The  creation  of  this  marketing  board  had  ef¬ 
fectively  organized  the  growers  into  a  quas i -monopoly  that 
was  explicitly  designed  to  exercise  countervailing  power  in 
order  to  curb, any  excesses  in  the  conduct  and  performance 
of  the  large  integrated  firms.  However,  the  assumption  of 
monopoly  control  did  raise  serious  questions  regarding 
the  pattern  of  behaviour  that  would  evolve  after  the  Board 
had  resolved  the  initial  problems  of  over-production,  low 
prices  and  unsatisfactory  incomes. 

Development  of  the  Quota  System:  Some  Comments  by  Way 

of  Economic  Evaluation 

Since  this  marketing  plan  did  not  explicitly 
provide  for  control  of  production  at  the  farm  firm  level, 
a  grower  could  produce  as  many  broiler  chickens  as  he 
liked,  but  he  could  market  only  the  quantities  stipulated 


furthermore,  in  order  that  a  system  of  control 
could  be  really  effective  it  was  necessary  that  the  Board 
be  in  a  position  to  exercise  some  control  over  interpro¬ 
vincial  and  international  trade  (constitutionally,  this  as¬ 
pect  related  to  the  responsibility  of  the  Federal  Govern¬ 
ment).  The  Board  requested  and  obtained,  in  April,  1962, 
an  extension  of  powers  in  partial  form  from  the  Governor- 
in-Council  under  the  provision  of  the  Agricultural  Products 
Marketing  Act  of  Canada. 
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in  his  quota.1  Production  in  excess  of  this  quota  had  to 
be  stored  at  the  growers'  expense  until  such  time  as  the 
Board  considered  that  it  could  be  absorbed  without  impair¬ 
ing  the  stability  of  the  industry. 

Initially,  each  grower  who  wished  to  be  regis¬ 
tered  under  the  British  Columbia  Broiler  Marketing  Board 
had  to  apply  for  a  license.  In  the  application,  the  grower 
was  required  to  specify  total  physical  production  facili¬ 
ties,  such  as  the  number  of  buildings,  the  number  of 
floors,  the  length  and  the  width  of  the  floors,  and  the 
total  number  of  square  feet  in  each  building.  The  Board 
did  not  consider  the  legal  status  of  an  affidavit.  Appli¬ 
cants  found  giving  incorrect  information  were  liable  to 
a  fine  or  imprisonment.  The  total  square  footage  reported 
on  the  application  form  was  authorized  as  the  applicant's 
total  basic  market  quota.  This  quota  stipulated  the  maxi¬ 
mum  number  of  chickens  that  the  applicant  might  market  in 
any  one  quota  period.  However,  he  was  allotted  an  annual 
crop  quota  for  each  quota  period  which  was  fixed  at  a  certain 


JWhile  there  was  no  formal  negotiating  agency 
or  quota  committee  as  such,  the  Board  met  with  represen¬ 
tatives  of  processors,  hatcheries  and  feed  manufacturers 
once  a  week  to  discuss  prices  and  market  requirements. 

The  Board,  however,  made  the  final  decision  regarding  prices 
and  the  quantity  of  birds  to  be  marketed.  Crop  quotas  were 
alloted  after  an  examination  was  made  of  the  sales  in  pre¬ 
vious  quota  periods,  egg  placements  and  the  supply  situations 
relating  to  broiler  chickens  in  B.C.,  Alberta  and  the  United 
States,  the  rate  of  disappearance  and  sales  at  the  same 
time  in  the  previous  year,  and  so  on. 
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percentage  of  his  total  basic  market  quota.1 

Another  prominent  feature  of  the  Board's  regula¬ 
tion  pertained  to  the  limit  on  the  acquisition  of  a  quota. 
No  grower  was  allowed  a  quota  in  excess  of  30,000  birds, 
and  the  proposed  transfer  could  not  put  the  total  quota 
over  this  figure.  The  intention  of  this  regulation  was  to 
restrict  the  growth  and  size  of  the  individual  farm  units 
to  30,000  birds.  Cost  of  production  studies  by  the  Depart¬ 
ment  of  Poultry  Science,  Faculty  of  Agriculture,  University 
of  British  Columbia  indicated  that  this  was  the  optimum 
size  of  farm  unit.  Since  farm  units  beyond  this  size 
would  incur  increasing  costs,  the  Board  set  this  limit. 
Moreover,  other  studies  indicated  that  the  most  economic 
size  of  farm  unit  in  broiler  production  was  one  of  about 
20,000  birds.  Thus,  the  primary  purpose  of  the  regulations 
in  British  Columbia  was  to  transform  the  average  broiler 


^rom  the  inception  date  of  the  British  Columbia 
Marketing  Board  until  1965,  the  transfer  of  quotas  was  not 
permitted.  Quotas  were  attached  to  the  grower  and  reverted 
to  the  board  if  the  farmer  desired  either  to  dispose  of  his 
farm  or  to  switch  to  an  alternative  type  of  farm  production, 
After  1965,  however,  the  transfer  of  quotas  was  allowed  un¬ 
der  certain  regulations.  Growers  desiring  to  sell  their 
quotas  were  free  to  charge  whatever  price  and  impose  what¬ 
ever  conditions  of  sale  they  deemed  appropriate  and  pur¬ 
chasers  were  willing  to  accept.  This  was  a  serious  question 
fraught  with  significant  social  implications.  The  question 
that  immediately  arose  was  whether  the  Board  had  a  respon¬ 
sibility  to  the  public  in  this  matter.  The  Board  had  been 
entrusted  with  the  responsibility  for  the  administration 
and  equitable  distribution  of  this  free  gift  as  a  right  to 
produce  broiler  chicken  in  the  Province. 


farm  from  an  economic  unit  into  the  optimum  size  of  farm 
f  irm  . 

In  addition,  the  Board  had  adopted  three  regula¬ 
tions  designed  to  help  implement  its  policy  and  to  encour¬ 
age  expansion  in  the  size  of  the  farm  unit  to  the  optimum 
level.  These  regulations  were:  that  a  committee  of  four 
appointed  by  the  Board  review  all  applications  for  transfer 
and  present  a  written  report  on  forms  prescribed  by  the 
Board.  Second,  that  any  quota  increase  granted  by  the 
Board  could  not  be  transferred  until  five  years  after  it 
had  been  granted.  This  regulation  was  intended  to  mini¬ 
mize  speculative  trading  quotas;  it  also  guaranteed  that 
when  a  prospective  transferee  desired  an  increase  in  his 
original  allotment  through  the  transfer  of  a  quota,  he  had 
sufficient  managerial  skill  and  a  genuine  desire  to  use  the 
quota  to  increase  the  size  of  his  business.  Third,  any 
grower  transferring  his  quota  must  transfer  all  his  quota 
and  not  a  part  thereof.  The  purpose  of  having  a  committee 
was  presumably  to  maintain  some  control  and  consistency  in 
the  Board's  policy  regarding  the  transfer  of  quotas. 

The  policy  of  restricting  all  transfers  to  grow¬ 
ers  who  were  already  established  under  this  scheme  was 
grounded  on  the  assumptions  that  there  was  an  automatic 
incentive  sufficiently  strong  to  induce  small-scale,  less 
efficient  growers  (those  with  quotas  of  less  than  10,000 
birds)  to  sell  their  quotas,  and  that  those  who  held  quotas 
varying  in  size  from  10,000  to  20,000  birds  possessed  the 


' 

■ 


. 

' 
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necessary  managerial  skill  and  were  anxious  to  expand  the 
size  of  their  farm. 

The  quota  policy  put  a  virtual  umbrella  over  all 
growers,  efficient  and  inefficient  alike.  It  ensured  all 
growers  of  a  guaranteed  market  where  competition  among 
growers  had  been  eliminated.  Each  grower  was  therefore 
assured  of  a  guaranteed  income  that  had  increased  sub¬ 
stantially  since  the  inception  of  the  Board.  Thus,  each 
grower  had  a  certain  measure  of  security,  and  the  induce¬ 
ment  associated  with  an  alternative  had  to  be  overwhelming¬ 
ly  strong  for  the  small  grower  to  abandon  this  security. 
Large  growers,  who  also  had  a  guaranteed  income  and  enjoyed 
a  certain  measure  of  security,  on  the  other  hand,  did  not 
have  a  particularly  strong  incentive  to  increase  the  size 
of  their  farm  businesses.  They  appeared  to  be  completely 
satisfied  with  their  level  of  earnings  and  did  not  want 
to  jeopardize  it  by  assuming  the  risks  inherent  in  a  larg¬ 
er  business.  They  might  well  have  contended  that  the  extra 
earnings  did  not  merit  the  assumption  of  an  additional  risk. 
The  security  associated  with  the  scheme  might  have  modified 
incentives  seriously  enough  that  growers  were  indifferent 
to  the  potential  for  extra  earnings.  Growers  might  also 
point  out  that  they  were  doing  as  well  as  or  better  than 
their  neighbours,  and  consequently,  there  were  no  real 
pressures  for  expansion. 

The  Board’s  policy  whereby  a  grower  transferring 


his  quota  must  transfer  all  and  not  part  of  it  introduced 
some  flexibility  in  farm  production.  The  objective  in  not 
permitting  a  grower  to  transfer  a  part  of  his  quota  was 
associated  with  the  Board’s  goal  of  maintaining  a  stable 
supply  of  broiler  chickens.  In  cases  of  diversified  farm 
operations  such  as  existed  among  growers  with  a  relatively 
small  quota,  this  policy  so  restricted  the  grower  that  the 
enterprise  combination  forced  upon  him  might  have  been 
inconsistent  with  the  optimum  use  of  his  resources.  The 
fact  that  a  quota  was  attached  to  the  registered  grower 
and  not  to  a  particular  farm  suggested  that  a  grower  could 
sell  his  farm  without  having  to  dispose  of  his  quota.  Thus 
production  need  not  be  localized  geographically  to  a  par¬ 
ticular  area  as  is  the  case  with  flue  cured  tobacco  in  Ont¬ 
ario. 


Some  Economic  Implications  of  Restrictions 
on  Quota  Transferability  with  Reference 
to  the  British  Columbia  Broiler  Marketing  Board 

In  evaluating  the  economic  implications  of  a 

restriction  on  quota  transferability1  as  exercised  by  the 


^hort  of  a  complete  ban  on  transactions  involv¬ 
ing  quota  privileges,  the  most  typical  limitations  on  trans¬ 
fers  are: 

(a)  Indivisibility  of  quota  privileges-- 
transaction  may  involve  quotas  but 
not  quota  fractions. 

(b)  Quotas  tied  with  farm,  requiring  that 
one  seeks  control  over  the  farm  in 
order  to  acquire  the  quota  privileges 
associated  with  it. 

(c)  An  upper  limit  placed  on  acquisition 
of  quota  privileges. 


' 
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British  Columbia  Marketing  Board,  it  is  relevant  to  present 
the  following  theoretical  model.  In  Figure  6-5,  OSj  and 
S2S2  are  two  broiler  producers  supply  schedules.1  Their 
horizontal  summation  results  in  OS  under  the  assumption 
that  there  are  no  external  economies  and  a  set  of  input 
prices  are  given.  and  D2D2  are  the  deniand  schedules 

facing  producer  1  and  2  and  the  initial  price  is  P0 •  Quan¬ 
tities  supplied  (as  determined  by  the  quota  allocations) 
are  q: ,  qf;  and  Q2  is  a  horizontal  summation  of  q2,  and 
qf  as  shown  in  Figure  6-4c. 

Suppose  the  British  Columbia  Broiler  Marketing 
Board  installs  a  preference  initiating  supply  management 
that  calls  for  a  price  fixed  at  P3  (minimum  price  to  pro¬ 
ducers  fixed  as  fiat  through  allocation  of  marketing  quo¬ 
tas).  The  relevant  broilers  marketing  allowance  consis¬ 
tent  with  the  fixed  price  P3  is  Q2  reflecting  the  horizon¬ 
tal  summation  of  the  quotas  allocated  to  producer  1  and  2. 2 

Broiler  producer  1  and  2  may  not  necessarily 
have  the  same  cost  schedules3  and  consequently,  that  may 


^he  magnitude  of  these  supply  schedules  can  be 
determined  by  the  size  of  quotas  alloted  to  each  broiler 
producer  in  British  Columbia. 

2A  most  common  practice  for  assigning  quota  pri¬ 
vileges  at  the  commencement  of  a  marketing  program  relies 
on  a  "past  rate"  principle,  i.e.,  the  quota  privilege  as¬ 
signed  refers  to  (past)  performance. 

3This  is  a  valid  assumption  because  producer  1 
and  2  may  not  be  homogeneous  with  respect  to  size,  resources 
(both  physical  and  financial),  etc. 


FIGURE  6-5 

ECONOMIC  IMPLICATIONS  ASSOCIATED  WITH  TRANSFERABLE  AND  NON -TRANSFERABLE  MARKETING 
QUOTAS  AS  USED  BY  BRITISH  COLUMBIA  BROILER  MARKETING  BOARD 
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produce  a  disparity  in  the  marginal  costs  of  the  two  pro¬ 
ducers.  The  differential  marginal  cost  structure  may  bring 
about  an  attempt  by  the  broiler  producer  to  sell  a  portion 
of  his  assigned  quota  while  producer  1  desires  to  acquire 
these  additional  rights.  The  desired  transaction  involved 
the  privilege  of  delivering  quantity  q2  -  q\  =  q2  -  q {  . 

The  corresponding  price  P3  -  P0  represents  the  price  of 
the  privilege  to  market  the  broiler  or  the  utilization  price 
on  the  units  of  quota  privilege  involved  in  the  transac¬ 
tion  as  one  full  unit. 

Under  the  situation  that  trade  in  fractions 
of  quota  rights  is  allowed  for  the  section  OS  AC  of  the 

3. 

original  schedule,  OS  AB  would  have  outlined  the  aggregate 

a 

supply  schedule  if  the  British  Columbia  Broiler  Chicken 

Marketing  Board’s  program  had  no  restrictions  on  transfer 

of  quotas.  But,  as  the  British  Columbia  Broiler  Marketing 

Board  had  placed  restrictions  on  the  transferability  of 

quotas  in  fractions  or  in  other  respects,  the  relevant 

section  would  be  OS  AB  instead  of  OS  AC.  The  triangle  so 

a  a 

generated  by  the  effective  restrictions  imposed  on  trans¬ 
fer  of  quotas  represents  the  welfare  loss  in  the  broiler 
industry  of  British  Columbia. 

This  analysis  is  relevant  to  the  initial  regula¬ 
tions  of  the  Board  with  respect  to  the  transfer  of  basic 
quotas.  These  regulations  were  quite  rigid  and  stipulated 
that  all  quotas  were  the  property  of  the  marketing  board. 
During  the  first  five  years,  however,  rigidity  in  the 


regulations  regarding  transfer  of  quotas  made  it  diffi¬ 
cult  for  growers  to  adjust  the  size  of  their  farms  in  ac¬ 
cordance  with  changes  in  technology,  that  could  provide 
the  cost  economies  associated  with  a  larger  size  of  farm 
unit.  This  necessitated  a  change  in  the  Board's  policy 
that  would  allow  for  a  transfer  of  quotas.  This  could  be 
done  under  the  following  regulations  which  were  introduced 
early  in  the  Broiler  Chicken  Marketing  Board's  policies. 

Regulations  Under  Which  a  Marketing  Quota  Could  be  Trans¬ 

ferred 

1.  To  qualify,  the  transferee  had  to  be  a  re¬ 
gistered  grower  of  the  British  Columbia  Broiler  Marketing 
Board . 

2.  A  committee  of  four  appointed  by  the  Board 
reviewed  all  the  applications  for  transfer  and  presented 
a  written  report  on  forms  prescribed  by  the  Board. 

3.  Any  grower  transferring  his  quota  was  re¬ 
quired  to  transfer  all  his  quota,  not  part. 

4.  All  quotas  started  on  a  rented  farm  by  the 

tenant  after  the  Board  came  into  power  were  for  the  use 

of  the  tenant  unless  a  written  agreement  between  the  two 
parties  prior  to  this  time  stated  otherwise. 

5.  The  transferee  of  a  quota  was  required  to 

be  the  registered  owner  of  the  property  to  which  the  quota 

was  being  transferred. 

6.  A  copy  of  this  registration  was  required  to 
be  produced  for  the  information  of  the  Marketing  Board. 


7.  A  quota  on  a  rented  farm  could  not  be  trans¬ 
ferred  unless  the  tenant  agreed  that  he  no  longer  wished 
to  operate  the  farm. 

8.  The  Board  would  not  approve  the  transfer  of 
a  quota  to  the  owner  of  a  ranted  farm. 

9.  All  quotas  were  the  property  of  the  Market¬ 
ing  Board  and  were  granted  to  the  registered  growers. 

10.  Any  quota  could  be  cancelled  by  the  Market¬ 
ing  Board  for  any  violation  of  the  orders  of  the  Marketing 
Board . 

11.  To  be  able  to  acquire  a  quota,  a  grower  was 
required  to  have  less  than  thirty  thousand  broilers  and 
the  proposed  transfer  could  not  put  the  total  quota  over 
thirty  thousand. 

12.  The  Board  assumed  no  responsibility  regard¬ 
ing  purchase  price  or  terms  of  agreement. 

13.  The  Board  reserved  the  right  to  approve  or 
reject  any  application  for  transfer  of  a  quota. 

Analyzing  the  new  policies  of  the  Board,  it  is 
relevant  to  note  that  there  were  still  implicit  rigidi¬ 
ties,  especially  in  restricting  the  admission  of  new  mem¬ 
bers  into  broiler  production.  The  new  regulations  still 
stipulated  explicitly  that  in  order  to  qualify  "a  transferee 
must  be  a  registered  grower  of  the  British  Columbia  Broiler 
Marketing  Board1.  (Table  6-3.)  According  to  the  theore- 


^ritish  Columbia  Broiler  Marketing  Board,  Annual 
Report ,  1969. 


tical  model  presented  above,  the  initial  and  current  res¬ 
trictions  imposed  on  transfer  of  quotas  caused  a  loss  to 
society.  Several  views  have  been  expressed  on  the  loss 
to  society  due  to  such  quota  transfer  restrictions  as 
imposed  by  marketing  boards.  According  to  Parish,1  this 
loss  is  a  reflection  of  misallocatdd  production.  Misallo- 
cation  involves,  among  other  things,  production  misallo- 
cation2  caused  by  the  rigidities  in  allocating  resources 
from  an  inefficient  to  an  efficient  enterprise. 

Objectives  of  the  British  Columbia  Broiler 
Marketing  Board 

Beside  the  secondary  objectives  of  achieving 
the  overall  efficiency  in  the  marketing  of  provinc ially- 
produced  broilers,  the  primary  objectives  of  the  quota 
policies  of  the  British  Columbia  Broiler  Marketing  Board 
can  be  listed  as  follows: 

1.  Price  and  income  stability  for  the  broiler 

producers . 

2.  Proper  resource  allocation  by  achieving 
adjustments  to  the  changing  structure  and  organization  of 
broiler  production  and  marketing  in  the  province. 


1R.  N.  Parish,  "On  Marketing  Quotas  for  Fluid 
Milk",  Australian  Journal  of  Agricultural  Economics ,  Vol . 
VII,  No.  1  (1963)  . 

2See:  V.  C.  Walker,  "Marketing  Boards  and  Quota 

Policies  for  Canadian  Farm  Products:  An  Appraisal  of  Per¬ 
formance,"  Canadian  Journal  of  Agricultural  Economics ,  Vol. 
XIV,  No.  2  (1968)  . 
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3.  Growth  of  the  broiler  sector  in  accordance 
with  the  growing  demand . 

The  next  section  is  devoted  to  the  evaluation  of 
the  Board's  quota  policies  with  regard  to  their  success 
in  achieving  the  above  listed  objectives. 

Evaluation  of  the  Quota  Policies  of  the 

British  Columbia  Broiler  Marketing  Board 

With  the  establishment  of  the  British  Columbia 
Broiler  Marketing  Scheme  in  December,  1961,  the  broiler 
growers  in  the  province  organized  themselves  into  a  legal¬ 
ized  marketing  board  with  power  of  control  over  the  supply 
of  broilers  to  be  marketed  and  the  unit  farm  prices  to  be 
paid  by  the  processor.  Thus,  the  broiler  industry  was 
transformed  from  one  in  which  a  multiplicity  of  growers 
competed  among  themselves  on  a  market  with  only  a  few  buyers 
into  one  in  which  the  growers  determined  the  supply  of 
broilers  to  be  marketed  and  the  unit  prices  to  be  paid 
to  them.  The  British  Columbia  Marketing  Board  became  a 
legal  monopoly  (industry)  with  no  competitors  within  the 
province.1  It  followed  the  principle  that  a  cut  in  supply 
raises  price  and  total  revenue,2  as  illustrated  by  Figure 


ignoring  here  the  interprovincial  movements 
of  broilers. 

2This  is  under  the  assumption  that  if  producers 
marketed  (or  produced)  a  smaller  total  quantity  of  broilers, 
each  would  receive  a  higher  total  price;  with  a  general  in¬ 
elastic  demand,  limiting  supply  would  raise  the  total  re¬ 
venues  received  by  the  producers. 


5-1.  Figure  5-2  further  illustrates  the  total  revenue 
and  price  quantity  combinations  that  a  monopolist  would 
use  to  maximize  his  revenue  and  are  relevant  to  the  oper¬ 
ation  of  the  British  Columbia  Broiler  Marketing  Board. 

Effects  on  the  Broiler  Industry 

Within  the  framework  of  its  objective  to  achieve 
price  and  income  stability,  in  1961  the  British  Columbia 
Broiler  Marketing  Board  placed  a  ceiling  on  the  total  pro¬ 
duction  capacity  for  the  industry  as  a  tool  of  supply  ma¬ 
nagement.  In  fact,  it  authorized  a  total  production  capa¬ 
city  of  2.6  million  square  feet.  This  was  increased  to  2.8 
million  square  feet  effective  from  1963  to  1966.  The  total 
output  for  the  industry  was,  therefore,  restricted  to  a 
little  over  12  million  birds  per  year.  In  addition,  the 
annual  crop  quotas  fixed  by  the  Board  varied  from  95.4  to 
74.3  percent  of  the  basic  quota  over  the  period  1962-1966, 
reaching  almost  100  percent  in  1969  (Table  6-4).  This  in¬ 
dicates  that  the  Board  allowed  the  industry  to  operate 
with  substantial  excess  capacity  during  the  five-year  pe¬ 
riod  1962-66. 1  This  policy  of  the  Board  is  in  line  with 
the  basic  theoretical  model  of  monopoly  as  outlined  in 
Chapter  V.  Due  to  the  existing  excess  capacity,  however, 
the  British  Columbia  broiler  industry  showed  an  expansion 


British  Columbia  Broiler  Marketing  Board,  An¬ 
nual  Report,  1962  66. 


ALLOTMENT  OF  FIXED  BASIC  AND  CROP  QUOTAS,  BROILER  INDUSTRY, 

BRITISH  COLUMBIA 
1962-70* 
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Figure  6-6  shows  these  changes  over  the  1962-69  period. 
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FIGURE  6 -6 

ALLOTMENT  OF  FIXED  BASIC  AND 
CROP  QUOTAS,  BROILER  CHICKEN  INDUSTRY 
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of  over  94.0  percent  during  the  1962-70  period.1 

Effects  on  Supplies  and  Trade  Position  of  the  Province 
of  British  Columbia 

Since  the  board  elected  to  stabilize  supply 
through  the  allocation  of  annual  crop  quotas,  there  was  no 
apparent  reason,  apart  from  error  in  estimation  or  in  faul¬ 
ty  judgment,  as  to  why  the  Board  should  not  have  been  suc¬ 
cessful  in  stabilizing  provincial  supply.  In  fact,  the 
annual  crop  quota  was  stabilized  between  74.0  percent  and 
80  perfent  of  the  total  basic  quota  during  the  1962-65 
period;  this  was  raised  to  95.4  percent  in  1966.  As  a 
result,  total  supply,  as  indicated  by  the  number  of  birds 
killed,  rose  from  8.18  million  in  1962  to  9.63  million  in 


lrThe  growth  of  the  British  Columbia  broiler  in¬ 
dustry  during  the  last  nine  years  is  outlined  in  the  fol¬ 
lowing  table: 


Year 

Number  of  Broi 1 er 
Chicken  Marketed 

Pounds  of  Broi 1 er 
Chicken  Meat  Sold 
at  Reta i 1  Stores 

Percentage 

1  ncrease 

1962 

8,182 

21 ,882 

__ 

1963 

9,189 

15,639 

17.2 

1964 

9,006 

25,594 

-0.2 

1965 

9,764 

26,614 

4.0 

1966 

1  1 ,670 

31.850 

19.7 

1967 

1  1 ,800 

33,020 

3.7 

1968 

12,126 

33,068 

0.  1 

1969 

13,712 

38,436 

16.2 

1970 

15,276 

42,638 

10.9 

%  increase 

1962-1 

-1970J 

86.7 

94.9 

Source : 

British 

Columbia  Broiler  Marketing 

Board 
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1965.  Total  supply  increased  to  11.67  million  birds  in 
1966  due  to  an  increase  in  the  annual  crop  quota  to  95.4 
percent  that  year.  Further  increases  were  recorded  in 
1970  with  15.27  million  birds  killed  (Table  6-5).  Quota 
policies  of  the  Board  therefore  had  been  conducive  to 
increasing  supply  within  the  concepts  of  orderly  market¬ 
ing  (Figure  6-7). 

Still,  however,  the  supplies  of  broilers  were 
restricted  and  were  not  allowed  to  meet  total  existing 
demand  within  the  Province.  This  caused  the  coefficients 
of  the  provincial  broiler  trade  position  to  stay  under 
1.0  through  the  1961-70  (except  1963)  period  (Table  6-6). 
From  1966  to  1969,  the  trade  position  coefficients  indi¬ 
cate  that  more  than  one-quarter  of  the  provincial  demand 
for  broilers  was  satisfied  by  imports  from  other  provin¬ 
ces  of  Canada  and  from  the  adjoining  states  of  the  United 
States  of  America.  It  suggests  that  the  quota  policies 
of  the  Broiler  Marketing  Board  in  British  Columbia  did  not 
go  in  line  with  the  expanding  demand  for  broilers  in  the 
province  and  therefore  necessitated  the  resultant  imports. 

Effects  on  Concentration  in  the  Industry 

After  the  institution  of  quota  policies,  the  Bri¬ 
tish  Columbia  broiler  industry  underwent  substantial  struc¬ 
tural  changes.  Some  of  the  important  changes  were: 

A.  Total  number  of  growers  declined  from  217  in 
1963  to  134  in  1969. 
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Table  6-5 

PRODUCTION  OF  BROILFR  CHICKEN  (EVISC.  WEIGHT), 
BRITISH  COLUMBIA,  1961-1970 
(1961=1 00) 


Year 

lota  1 

Production 

’000 

Birds 

!  ndex 

’000 

Birds 

1  ndex 

1961 

8,836 

100.0 

23,533 

100.0 

1962 

8,182 

92.6 

21 ,881 

92.9 

1963 

9,189 

104.0 

25,639 

108.9 

1964 

9,066 

102.6 

25,594 

108.7 

1965 

9,638 

109.1 

26,261 

111.5 

1966 

1 1 ,670 

132.1 

32,244 

137.0 

1967 

1 1 ,890 

134.6 

33,021 

140.3 

1968 

12,180 

137.8 

33,193 

141.0 

1969 

13,712 

156.0 

38,703 

164.5 

1970 

15,276 

170.6 

41,317 

170.5 

Source:  Canada  Department  of  Agriculture,  Markets  Infor¬ 

mation  Section,  Weekly  Poultry  Market  Report , 
1961-69  and  Annual  Poultry  Market  Review ,  1966- 
69  (Ottawa : CDA) . 


44 

42 
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FIGURE  6-7 

GROWTH  OF  GROWN- IN-B . C .  CHICKENS  AFTER 
^MENCEMENT  OF  SUPPLY  MANAGEMENT, 

-  1963-70 


IN  MILLION  OF  POUNDS 


963  ’64  ’65 


’66  ’67 

Year 


’68  '69 


70 


Columbia  Broiler  Marketing  Board:  Annual  Report,  1970 
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Table  6-6 


COEFFICIENTS  OF  BROILER  CHICKEN  TRADE  POSITION 
BRITISH  COLUMBIA 
1961-70 


Year 

Broiler  Trade  Position 
Coef f ic i ents1 

1961 

0.98 

1962 

0.96 

1963 

1 .02 

1964 

0.86 

1965 

0.82 

1966 

0.78 

1967 

0.72 

1968 

0.71 

1969 

0.70 

1970 

0.68 

Average  1961-70 

0.92 

Oracle  position  coefficients  estimated  as  per 
capital  broiler  production  ;■  per  capita  broiler  consump¬ 
tion:  Canada  Department  of  Agriculture,  Poultry  Market 

Review  (Ottawa:  ■  Production  and  Marketing  Branch,  1961-70). 
(Estimates . ) 
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B.  Farm  units  with  quotas  of  less  than  10,000 
birds  declined  (123  in  1963  to  60  in  1966).  This  is  attri¬ 
butable  to  the  adjustments  made  to  capture  cost  economics 
with  larger  units. 

C.  Decline  within  the  10,000-20,000  birds  group 
was  less  than  in  the  small  units.  This  was  because  this 
unit  size  was  considered  economically  viable  though  not 
optimum . 

D.  Most  important  change  was  in  the  unit  size 
with  quotas  between  10,000  and  29,999  birds--an  increase  in 
number  from  15  in  1963  to  48  in  1969.  This  was  rationalized 
in  terms  of  the  optimum  size  of  unit  for  broiler  produc¬ 
tion  in  British  Columbia  as  being  30,000  birds. 

E.  Number  of  units  above  30,000  birds  did 
not  change  much- -cons istent  with  the  board’s  policy  till 
1964,  while  a  decline  in  their  number  took  place  in  1964- 
69  period. 

The  above  analysis  suggests  that  the  quota  policy 
of  the  Broiler  Marketing  Board  has  been  conducive  to  in¬ 
creasing  the  number  of  producers  in  the  10,000-29,999 
bird  category  and  generated  the  cost  economies  in  the 
broiler  industry.  Till  1966,  by  far  the  largest  number 
of  growers  possessed  farm  unit  with  quotas  below  the  size 
considered  adequate  for  economic  viability.  In  1963,  180 
farms  out  of  the  total  217  were  under  19,999  farm  size 
range  (a  sale  below  optimum),  but  in  1969,  there  were  about 
50.0  percent  of  the  broiler  farms  above  the  optimum  size 
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groups,  i.e.,  20,000-30,000  birds  and  above  (Table  6-7). 

Despite  these  positive  effects,  the  rate  of 
adjustment  in  the  broiler  i ndus try  has  been  slow .  This  can 
be  attributed  to  the  rigidity  of  the  Board’s  quota  policy 
in  the  early  years  (1962-65).  The  rigidities  were  in 
terms  of  the  transfer  of  quotas  as  outlined  in  the  pre¬ 
ceding  section.  Since  the  largest  proportion  of  farm 
units  were  below  the  size  considered  adequate  for  econo¬ 
mic  viability  during  the  1961-65  period,  the  industry 
did  not  make  optimum  use  of  its  resources.  This,  in  turn, 
affected  the  cost  of  production,  and  consequently,  the  unit 
price  paid  for  broiler  chickens.  Associated  with  this  was 
the  fact  that  during  this  period,  prices  paid  for  broiler 
chickens  in  British  Columbia  were  higher  than  those  prevail¬ 
ing  in  other  provinces. 

It  may  be  contended  that  the  changes  in  policy 
(whereby  a  transfer  of  quotas  was  now  permissible)  did  not 
have  sufficient  time  to  work  for  their  impact  on  the  size 
of  farm  unit  to  be  evaluated.  The  point  is,  however,  that 
one  would  imagine  sufficient  pressures  would  have  been 
built  up  during  the  1961-65  period  to  result  in  almost 
immediate  changes  in  1965  when  the  transfer  of  quotas  be¬ 
came  permissible. 

On  the  other  hand,  if  the  security  associated 
with  a  stable  income  had  not  modified  incentives  to  expand 
the  size  of  the  farm  units  to  the  optimum  size,  the  demand 
for  quotas  would  have  been  so  great  that  their  selling 
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Table  6-7 


CHANGES  IN  THE  STRUCTURE  OF  THE  BROILER  CHICKEN 


INDUSTRY, 

BRITISH 

COLUMBIA, 

1963-69 

Range  of  Si zes 
(Quotas ) 

No.  of  Birds 

Number 

of  Fsrm 

Units 

1969  as  a  % 

1963 

1964 

1965 

1966 

1  9691 

of  1963 

0-  9,999 

123 

90 

72 

60 

36 

29.3 

10,000-19,999 

57 

63 

51 

49 

33 

57.9 

20,000-29,999 

15 

16 

29 

28 

48 

320.0 

30,000+ 

22 

22 

20 

21 

17 

77.3 

Tota  1 

217 

191 

172 

158 

134 

%  of  1963 

100.0 

88.0 

79.3 

72.8 

61  .8 

1  In  1969  no  new  market  quotas  were  issued  by  the 
Board,  The  total  basic  market  quotas  remained  unchanged 
from  1968.  Ten  growers  with  a  total  of  122,300  basic  mar¬ 
ket  quotas  took  advantage  of  the  Board's  quota  transfer 
policy  which  permitted  transfer  of  quotas  from  registered 
growers  to  other  registered  growers  with  less  than  30,000 
birds.  The  following  data  indicate  the  1969  size  of  each 
registered  grower  (concentration  level  in  the  industry) . 


Range  of  S i zes 


Number  of 

Registered  Growers 


Percent 
Of  Total 


0-  9,999 
10,000-19,999 
20,000-29,999 
30,000+ 


36 

33 

48 

17 


26.8 

24.6 

33.5 

15.1 


134 


100.0 


These  figures  show  important  changes,  especially  with  refer¬ 
ence  to  the  number  of  registered  growers  with  an  optimum 
size  operation.  However,  almost  27.0  percent  of  the  total 
growers  existed  in  the  size  range  of  below  10,000  birds, 
but  this  was  much  less  than  it  was  in  1966,  indicating  the 
positive  implications  of  the  Board's  policies  during  this 
period.  Board's  quota  policies  have  been  effective  in  cre¬ 
ating  optimum  conditions  within  the  British  Columbia  Broiler 
Industry . 

Source :  British  Columbia  Broiler  Marketing  Board,  Annual 

Reports ,  1963-69  and  other  unpublished  information 

obtained  directly  from  the  Board. 
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price  would  have  been  at  a  very  high  level.  The  situation, 
however,  improved  after  1966  and  by  1969  there  were  sub¬ 
stantial  reductions  in  the  number  of  registered  growers  in 
the  province. 

Effects  on  Capitalization 

Associated  with  the  restrictions  placed  by  the 
Board  as  an  upper  limit,  on  the  total  productive  capacity 
of  the  industry,  two  additional  points  could  be  analyzed. 
First,  the  quota  policy  of  the  Board  restricted  the 
admission  of  new  growers  into  the  industry  and  second, 
it  placed  an  upper  limit  of  30,000  birds  on  the  size  of 
quota  that  could  be  held  by  an  individual  farm  unit.  Thus, 
the  desire  for  adjustment  through  acquisition  of  additional 
quotas  in  the  size  of  farm  units  below  30,000  birds  created 
a  buoyant  demand  for  additional  quotas  on  the  part  of  those 
growers  with  both  the  incentive  and  the  managerial  skills 
to  handle  a  larger  unit.  Since  the  basic  quotas  were  main¬ 
tained  at  a  fixed  level,  and  the  Board  did  not  see  fit  to 
increase  the  total  basic  quota  authorized  for  the  industry, 
it  had  an  effect  op  reducing  quotas  to  the  status  of  a 
scarce  factor. 

Quotas  therefore  assumed  values.  The  greater 
the  demand  relative  to  supply,  and  the  greater  the  proba¬ 
bility  that  control  would  continue  and/or  become  permanent, 
the  greater  the  value  that  was  placed  on  these  quotas. 

This  was  illustrated  by  the  fact  that  the  value  of  quotas 


in  British  Columbia  rose  from  25  cents  per  bird  in  1964 
to  between  50  and  60  cents  per  bird  in  1967.  Thus,  assum¬ 
ing  a  rate  of  interest  of  5  percent  per  annum,  the  contri¬ 
bution  made  by  the  value  assumed  by  these  quotas  to  produc¬ 
tion  costs  of  broiler  chickens  during  the  period  from  1964 
to  1967  increased  from  1.2  cents  per  bird  in  1964  to  2.5 
cents  per  bird  in  1967.  Thus,  capitalization  of  quota 
rights  increased  production  costs  and  the  prices  paid  for 
broiler  chickens  in  the  Province  of  British  Columbia.  The 
trend  continued  and  it  was  estimated  that,  by  1969,  the  pro¬ 
duction  costs  of  broiler  chickens  increased  by  3.7  cents 
per  bird,  and  by  4.6  cents  per  bird  in  1970-71. 

Effects  on  Prices 

One  of  the  main  objectives  of  the  British  Colum¬ 
bia  Broiler  Marketing  Board  was  to  achieve  price  stability. 
In  order  to  analyze  whether  the  Board  had  been  successful 
in  achieving  this  objective,  it  was  advisable  to  use  the 
weekly  price  data  at  producer  and  wholesale  levels  for  a 
test  of  price  stability  for  the  period  1961-69.  Since  it 
covered  only  one  year  of  pre-board  supply  management,  no 
logical  conclusion  could  be  drawn  by  comparing  the  1961-62 
period(as  pre-board  period)  and  the  1962-69  period  (as 
post-board  period).  As  such,  the  estimated  standard 
deviation  for  British  Columbia  was  compared  with  the  stan¬ 
dard  deviations  computed  for  other  provinces.  The  stan¬ 
dard  deviation  estimated  on  weekly  broiler  price  data  at 


the  producer  level  for  the  post-board  period  (1962-69) 
for  British  Columbia  was  1.12  as  compared  to  1.0  for  Al¬ 
berta,  1.01  for  Saskatchewan,  0.93  for  Manitoba,  and  1.09 
for  Ontario.  Analysis  of  the  estimates  (Table  6-8)  sug¬ 
gests,  that  the  board  has  been  successful  in  achieving 
price  stability  on  the  prevailing  standards  for  other 
provinces  during  the  post -board  period.  The  average 
broiler  chicken  price  in  1962-69  was  estimated  at  21.5 
cents  per  pound,  which  compared  closely  to  the  prices 
received  in  other  Prairie  Provinces  and  in  Toronto. 

It  appears  that  besides  achieving  price  stabi¬ 
lity  in  the  broiler  industry,  the  British  Columbia  Broil¬ 
er  Growers'  Marketing  Board  also  succeeded  in  keeping  the 
broiler  price  increase  in  line  with  the  cost  of  inputs 
that  were  required  in  the  production  of  broilers.1  British 
Columbia  growers  seem  to  have  matched  the  high  costs  of 
production  with  fairly  low  and  stable  prices  by  adopting 
new  innovations  that  had  been  flowing  from  research  and 
technological  changes  in  Canadian  agriculture.  Produc¬ 
tion  efficiencies  have  been  adequate  to  offset  the  higher 


Adjustment  of  cost  of  broiler  production  could 
be  made  successfully  in  normal  times  but  when  costs  in¬ 
creased  rapidly  or  suddenly,  it  caused  problems  in  accu¬ 
rate  adjustments.  Inaccurate  estimates  could  lead  to 
excessive  profits  or  loss  to  the  farmers  either  by  the 
inability  of  boards  to  capture  the  cost  items  fully  in  the 
pricing  of  the  product  or  by  reduction  in  demand  for 
broilers  if  the  minimum  prices  to  producers  were  fixed  at 
a  higher  level  and  therefore  affected  the  wholesale  and  re¬ 
tail  level  prices. 
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Table  6-8 


WEEKLY  PRICE  DATA  FOR  BROILER  CHICKEN  AND  RELEVANT 
STATISTICAL  ESTIMATES  OF  PRICE  STABILITY  AT  TWO  LEVELS, 
BRITISH  COLUMBIA,  1962-69 


Producers'  Level  Wholesale  Level 


Post-Board  Post-Board 


Sample  Size 

409 

343 

Maximum  (Price) 

23.5 

46.0 

Minimum  (Price) 

18.0 

32.0 

Range 

5.5 

14.0 

Mean  (Price) 

21  .5 

41.3 

Variance 

1  .25 

8.8 

Standard  Deviation 

1  .12 

2.9 

Mean  Deviation 

0.83 

1  .8 

Median  (Price) 

21  .5 

41  .0 

Mode  (Price) 

22.5 

40.0 

Estimates  from  weekly 

broiler  price  data. 

Source:  Canada  Department  of 

Review  (Ottawa :  CDA 

Agriculture,  Poultry 
,  1961-69). 

Marke t 
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production  costs  and  thus  have  given  the  broiler  producers 
a  gradually  increasing  fair  income. 

Price  behaviour  of  broiler  chicken  does  not  seem 
to  have  remained  the  same  at  the  wholesale  level.  Stan¬ 
dard  deviation  estimates  in  Table  6-8  for  broiler  prices 
at  the  wholesale  level  suggest  a  bigger  standard  deviation 
(2.9)  compared  to  the  one  estimated  for  the  producer  level 
(1.12)  for  the  same  post-board  period  (1962-69),  the  mean 
price  being  41.3  cents  per  pound  at  the  wholesale  level. 

Effects  on  Absolute  Margins 

Table  6-8  suggests  that  wholesale  prices  were 
substantially  higher  than  producer  prices;  the  quota  poli¬ 
cies  of  the  British  Columbia  Broiler  Growers'  Marketing 
Board,  however,  stabilized  the  producer -to -wholesale  mar¬ 
gins1  over  the  period  1965-72.  This  is  suggested  by  the 
plot  of  the  continuous  difference  of  the  weekly  broiler 
prices  at  the  producer  and  wholesale  level  in  British  Colum¬ 
bia  over  the  1965-72  period  (Figure  6-8).  A  degree  of 
short-run  stability  in  absolute  margins  can  therefore  be  attri¬ 
buted  to  the  quota  policies  of  the  British  Columbia  Broiler 


Margins  represent  the  price  mark-up  at  each 
marketing  stage  as  the  broiler  chickens  move  from  the  farm 
to  the  consumer.  Theoretically,  margins  equal  the  value 
added  at  each  stage  through  changes  in  form  or  services 
rendered.  The  producer - to-wholesale  margin  is  the  differ¬ 
ence  between  what  the  wholesaler -processor  pays  the  farmer 
and  the  price  he  charges  the  retailer. 


BROILER  WHOLESALE  TO  PRODUCERS’  MARGINS,  VANCOUVER 
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Chicken  Marketing  Board.  The  short-run  stability  in  abso¬ 
lute  margins,  however,  is  achieved  at  a  higher  level.  The 
fluctuations  over  time  can  be  attributed  to  the  changes  in 
the  costs  of  production  at  farm  level  (specially  the  feed 
costs)  which  are  reflected  in  the  producers’  minimum  prices. 
(Figure  6  -  8  . ) 1 

Effects  on  Income 


Beside  price  stability,  income  stability  and  a 
gradual  increase  in  income  for  broiler  growers  was  another 
objective  that  the  British  Columbia  Broiler  Marketing 
Board  successfully  achieved.  Available  data  on  income  for 
six  years  of  the  post-board  period  (1962-67)  were  analyzed 
and,  as  the  indices  indicate,  it  seems  that  income  per 
grower  registered  a  continuous  increase  of  71.8  percent 
(except  a  drop  in  1964)  during  the  six-year  period  (Table 
6-9.)  Income  per  grower  continuously  increased  from  $34,341 
in  1962  to  $58,497  in  1967.  This  increase  could  be  associ¬ 
ated  with  the  fact  that  the  total  number  of  registered 
growers  also  continuously  decreased  in  British  Columbia-- 
from  217  broiler  growers  in  1963  to  159  in  1967.  This  im¬ 
plies  that  the  quota  policies  of  the  British  Columbia 
Broiler  Growers'  Marketing  Board  contributed  to  higher 

higher  wholesale  and  retail  prices  of  broilers 
can  be  partially  justified  because  British  Columbia  had 
been  a  relatively  high  wage  area  due  to  the  organized  labor 
force.  In  1962,  for  example,  the  wage  rate  in  a  poultry 
processing  plant  was,  on  the  average,  $1.20  per  hour  which 
increased  to  $2.75  per  hour  in  1970.  This  was  the  highest 
hourly  wage  rate  for  processing  plant  workers  in  Canada. 
Even  at  the  retail  level,  wage  rates  had  been  highest  in 
British  Columbia,  contributing  to  higher  broiler  prices  at 
the  retai ler-to-consumer  level. 


INCOME  FROM  BROILER  CHICKEN, 
BRITISH  COLUMBIA, 
1962-67 
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concentration  which  was  considered  necessary  in  achieving 
the  required  income  level. 


Summary 

The  British  Columbia  Broiler  Growers’  Marketing 
Board  was  established  on  December  12,  1961,  and  the  control 
program  became  effective  January  1,  1962.  The  marketing 
plan  was  instituted  to  provide  means  for  the  effective 
promotion,  control  and  regulation  of  any  and  all  respects 
of  the  marketing  of  broiler  chickens  in  British  Columbia. 
This  also  included  such  facets  of  marketing  as  transpor¬ 
tation,  processing,  packing  and  storage.  Beside  the  se¬ 
condary  objectives  of  achieving  overall  efficiency  in  the 
marketing  of  provincially  produced  broilers,  the  primary 
objectives  for  which  the  British  Columbia  Broiler  Market¬ 
ing  Board  was  created  were:  (1)  to  achieve  price  and  in¬ 
come  stability  of  broiler  growers  in  the  province;  (2)  to 
allow  growth  in  the  broiler  sector  in  accordance  with  ex¬ 
pansion  in  market  demand;  (3)  to  achieve  proper  resource 
allocation  by  achieving  adjustment  according  to  the  chang¬ 
ing  structure  and  organization  of  broiler  production  and 
marketing . 

Evaluation  of  the  quota  policies  as  instituted 
by  the  Broiler  Growers’  Marketing  Board  revealed  that  the 
Board  has  been  successful  in  achieving  most  of  its  ob¬ 
jectives.  The  following  summary  conclusions  can  be  listed 


as  the  most  important. 
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(1)  Board's  policy  of  placing  a  ceiling  on  the 
total  productive  capacity  for  the  broiler  industry  allowed 
the  industry  to  operate  with  substantial  excess  capacity 
during  the  early  five-year  period  (1962-66).  Despite  the 
existing  excess  capacity,  the  British  Columbia  broiler  in¬ 
dustry  expanded  by  over  94.0  percent  during  1962-70  period. 

(2)  After  the  institution  of  quota  policies,  the 
British  Columbia  broiler  industry  underwent  substantial 
structural  changes.  Total  number  of  growers  declined- - 
the  most  important  change  being  in  the  unit  size  with  quo¬ 
tas  of  20,000  to  less  than  30,000  birds.  This  was  a  posi¬ 
tive  change  in  terms  of  creating  the  optimum  size  of  units 
for  broiler  production  in  the  province.  The  optimum  con¬ 
ditions  so  generated  by  the  quota  system  deserve  appreci¬ 
ation  . 

(3)  Despite  the  creation  of  optimum  conditions 
in  the  British  Columbia  broiler  industry,  the  rate  of  ad¬ 
justment  has  been  slow.  This  could  be  explained  by  ri¬ 
gidities  in  the  quota  system  which  prohibited  the  trans¬ 
fer  of  quotas  during  the  first  years  of  a  grower's  opera¬ 
tion.  However,  after  1965  this  limitation  was  removed  and 
transfer  of  quotas  was  permitted;  this  changed  the  number 
of  registered  growers  substantially  during  1965-69  period. 
The  broiler  industry  became  more  concentrated  and  therefore 
commanded  more  countervailing  power  to  change  the  terms  of 
trade . 

(4)  Marketing  quotas,  being  initially  scarce. 
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assumed  values  according  to  the  simple  law  of  demand  and 
supply.  The  capitalization  of  quota  rights  increased  pro¬ 
duction  costs  and  the  consumer  prices  paid  for  broiler 
chicken  in  the  Province  of  British  Columbia. 

(5)  Though  the  Board  succeeded  in  stabilizing 
the  provincial  supplies  of  broiler  chicken  at  a  higher 
level  through  the  use  of  quota  policies,  it  did  not  in¬ 
crease  in  line  with  the  increasing  demand.  British  Co¬ 
lumbia,  therefore,  remained  a  deficit  province  throughout 
1961-70  period  (except  1963)  and  imported  broiler  chicken 
from  other  Canadian  provinces  and  the  United  States  of 
America . 

(6)  A  price  stability  test  on  the  weekly  broiler 
price  data  for  the  Province  of  British  Columbia  revealed 
that  the  Broiler  Board  has  been  successful  in  achieving 
price  stability  compared  to  the  prevailing  standard  for 
other  provinces. 

(7)  Besides  achieving  price  stability  in  the 
broiler  industry,  the  British  Columbia  Broiler  Growers' 
Marketing  Board  also  succeeded  in  keeping  the  broiler 
price  increase  in  line  with  the  cost  of  inputs  that  were 
required  in  the  production  of  broilers. 

(8)  British  Columbia  broiler  growers  seem  to 
have  matched  the  high  costs  of  production  with  fairly  low 
and  stable  prices  by  adopting  new  innovations  that  had  been 
flowing  from  research  and  technological  changes  in  Canadian 
agriculture . 
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(9)  Although  wholesale  prices  appeared  to  be  at 
a  higher  level  than  producers'  prices,  the  quota  policies 
of  the  British  Columbia  Broiler  Growers'  Marketing  Board 
stabilized  the  whol esal e -to  -  producer  margins  over  the  pe¬ 
riod  1965-72. 

(10)  Besides  price  and  margin  stability,  income 
improvement  and  stability  was  also  achieved  in  the  broiler 
industry  through  the  use  of  quota  policies. 


The  Alberta  Broiler  Growers'  Marketing  Board 

The  set  of  economic  circumstances  that  culminated 
in  the  establishment  of  the  Alberta  Broiler  Growers'  Mar¬ 
keting  Board  were  similar  to  those  that  existed  in  other 
provinces.  Aggressive  sales  promotion  by  feed  companies 
expanded  the  market  for  their  products;  the  hatcheries  pro¬ 
vided  a  type  of  bird  that,  when  fed  with  high-energy  ra¬ 
tions,  contributed  to  revolutionizing  the  broiler  chicken 
industry . 1 


Production  changes  in  Alberta  can  be  interpreted 
from  marketing  data  which  indicates  that  poultry  marketing 
through  all  registered  stations  increased  from  23,156,000 
lbs.  in  1959  to  45,533,000  lbs.  in  1968,  on  an  eviscerated 
basis.  Marketing  of  broiler  chickens  (under  4  lbs.  eviscer¬ 
ated  weight)  in  1959  totalled  6,670,000  lbs.,  marketing  in¬ 
creased  to  25,570,000  lbs,  in  1968.  Extrapolation  of  this 
trend  indicates  marketing  of  40.3  million  lbs.  by  1975  and 
50.8  million  lbs.  by  1980.  Broilers  are  becoming  a  signi¬ 
ficant  factor  in  total  poultry  marketings,  increasing  their 
share  in  this  category  from  29  percent  in  1959  to  56  per¬ 
cent  in  1968.  Alberta  ranked  fourth  in  broilers  slaught¬ 
ered  by  the  province  in  1969  with  6  percent  of  total  Cana¬ 
dian  output,  following  Quebec  with  39  percent,  Ontario  with 
36  percent,  and  British  Columbia  with  7  percent.  R.  R.  Hur- 
nanen,  M.  H.  Hawkins,  and  T.  W.  Manning,  vertical  integra¬ 
tion  and  Concentration  in  the  Alberta  Broiler  Industry ,  Re¬ 
search  Bulletin  8  (Edmonton:  Dept,  of  Agricultural  Econo¬ 
mics  and  Rural  Sociology  University  of  Alberta,  1970). 
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In  this  particular  type  of  economic  environment, 
there  had  been  a  large  expansion  in  the  production  of 
broiler  chicken.  Broiler  prices  and  supplies  remained  un¬ 
stable  during  the  first  half  of  the  1960’s.  In  the  1961-62 
period,  for  example,  broiler  prices  to  producers  ranged 
between  18<f:/lb.  to  2 5 / 1  b  . 

In  this  situation  producers  realized  the  impor¬ 
tance  of  creating  an  al 1 -producers  '  board  that  would  con¬ 
stitute  elements  of  supply  management  with  a  major  objec¬ 
tive  to  achieve  supply-price  stability  along  with  the  de¬ 
sired  income  stability  for  the  individual  grower  members. 

Powers  of  the  Board 

The  Board  sought  to  regulate  the  marketing  of 
broiler  chickens  on  a  quota  basis.  The  quota,  however, 
was  not  a  delivery  quota  in  the  way  it  was  construed  for 
wheat  or  vegetables.  It  was  a  quota  based  on  an  authorized 
square  footage  of  space,  and  was  similar  in  its  application 
to  that  adopted  by  the  Broiler  Board  of  British  Columbia. 

Development  of  the  Quota  System 

In  anticipation  of  the  allotment  of  initial  quo¬ 
tas  based  on  existing  physical  production  facilities, 
growers  meanwhile  embarked  on  a  ’’crash”  building  program 
and  by  the  time  the  creation  of  the  Board  was  finally  ap¬ 
proved,  some  growers  had  almost  doubled  their  facilities. 
Prior  to  the  initiation  of  the  marketing  plan,  a  regis¬ 
tration  was  made  of  all  producers  who  had  marketed  in  ex- 
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cess  of  2,000  birds  in  the  base  period.  Measurements  were 
then  made  of  each  grower's  premises  in  order  to  determine 
the  amount  of  physical  production  facilities.  A  basic 
quota  equivalent  to  his  total  production  facilities  at  the 
time  of  measurement  was  allotted  to  each  grower. 

On  October  31,  1966  a  total  basic  quota  of 
1,918,000  square  feet  of  floor  space  was  authorized  by 
the  Board.  To  the  end  of  1970  the  Board  had  authorized 
2.260  million  square  feet  of  production  space,  of  which 
2.252  million  square  feet  had  actually  been  built.  This 
suggests  that  financial  status,,  not  necessarily  managerial 
skill,  were  used  as  a  basis  for  granting  quotas  (based  on 
physical  production  facilities).  If  the  limit  of  30,000 
square  feet  that  was  placed  on  growth  in  size  per  unit  in 
British  Columbia  is  considered  as  realistic,  then  the  al¬ 
lotment  of  quotas  to  some  firms  suggested  that  there  was 
a  lack  of  objectivity  in  the  allocation  of  basic  quotas 
in  Alberta. 

Some  Economic  Implications  of  Restriction 
on  Transfer  of  Quotas 

Quite  unlike  the  policies  in  British  Columbia 
with  respect  to  the  ownership  of  quotas,  the  policy  of  the 
Alberta  Broiler  Growers'  Marketing  Board  was  that  quotas 
were  the  property  of  the  Board.  As  such,  they  might  have 
been  allotted  or  withdrawn  according  to  the  Board's  regu¬ 
lations.  Thus,  any  quota  allotted  to  a  registered  produ¬ 
cer  in  respect  of  the  authorized  premises  automatically 


reverted  to  the  Board  during  any  period  of  time  in  which 
the  authorized  premises  were  not  being  used  for  the  pro¬ 
duction  of  broilers. 

Transfers  of  quotas  were  allowed  with  the  author¬ 
ity  of  the  Board.  Normally  the  Board  did  not  authorize 
transfers  between  persons  unless  the  transfer  of  quotas 
was  accompanied  by  either:  (1)  a  bonafide  transfer  of 
ownership  or  title  of  the  authorized  premises,  or  (2)  a 
bonafide  rental  or  lease  agreement  between  the  owner  and 
the  lessee.  While  the  Board’s  policy  was  that  "no  monies 
might  be  paid  or  received  in  consideration  of  a  transfer  of 
quotas  between  persons,"  there  were  no  safeguards  that 
would  ensure  its  implementation. 

Quota  Allocation  as  Proportion  of  Basic  Quota 

The  Alberta  Broiler  Grower's  Marketing  Board 
had  been  continuously  revising  the  overall  quota  alloca¬ 
tions,  based  on  the  market  demand  and  supply  situation. 
Appendix  F  shows  that  marketing  quotas  ranged  from  a  low 
of  80.0  percent  on  July  25,  1967  to  110.0  percent  on  Dec¬ 
ember  11,  1972.  -  Quota  allocations  were  determined  ac¬ 
cording  to  the  estimates  based  on  the  existing  and  expec¬ 
ted  broiler  stocks  and  the  expected  expansion  in  demand  for 
broiler  chickens  in  the  next  period.  Table  6-3  provides 
the  details  of  the  various  functional,  administrative, 
quota  and  pricing  policies  of  the  Alberta  Broiler  Growers’ 
Marketing  Board.  Table  6-10  is  included  to  illustrate  the 
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Table  6-10 
METHOD  OF  MARKETING 

ALBERTA  MARKETING  PROJECTION  FOR  BROILER  AS 
A  GUIDELINE  TO  QUOTA  ALLOCATIONS 


To  August  10,  based  on  Placements 


Opening  Inventory  -  June  16  2291  lbs. 

Projected  marketing  -  2617  x  .95  return  2.9  7210 


Total  supply  9501 

Less  expected  L.Y.  demand  ♦  5%  6386 

Expected  Inventory  -  August  11  3115  lbs. 


To  September  28 

4  weeks  at  110% 


2600  x  1.1  x  2.9  x  .91  x  4 

3019 

3  weeks  at  100% 

2600  x  2.9  x  .95  x  3 

2149 

Total  supply 

8283 

Less 

expected  demand  L.Y.  ♦  5% 

6071 

Expected  Inventory  September  28 

2212  lbs. 

demand 

increased  to  7.0%  over  last  year 

expected 

Inventory  would  be 

1625 

Now : 

(i) 

100%  quota  should  produce 

716  lbs./wk. 

95%  quota  should  produce 

680  lbs./wk. 

90%  quota  should  produce 

645  lbs./wk. 

(ii) 

Demand  L.Y.  +  5.0% 

September 

866  lbs./wk. 

October 

748  lbs./wk. 

November 

773  lbs./wk. 

December 

686  lbs./wk. 

cember  1 

Projected  Inventory 

(i) 

at  90%  quota  August  6  placements 

demand  L.Y.  ♦  5% 

1487 

(ii) 

at  95%  quota  L.Y.  +  7% 

770 

(iii) 

at  90%  quota  L.Y.  +  5% 

1172 

(iv) 

at  90%  quota  L.Y.  +  7% 

455 

Source:  Alberta  Broiler  Chicken  Growers*  Marketing  Board, 
unpublished  data ,  1973. 
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method  of  making  marketing  projections  as  used  by  the  Al¬ 
berta  Broiler  Growers'  Marketing  Board.  This  method  of 
making  marketing  projections  for  the  purpose  of  determin¬ 
ing  quota  allocations  ignores  certain  important  points. 

This  method  of  allocating  marketing  quotas  (as 
illustrated  in  Appendix  F  and  Table  6-10)  was,  in  fact, 
to  determine  the  production  levels  that  each  producer  was 
allowed  to  undertake.  The  Alberta  Broiler  Growers'  Mar¬ 
keting  Board  estimated  that  in  an  attempt  to  maximize 
broiler  producer's  net  returns,  it  was  necessary  to  involve 
a  total  marketing  restriction  (overall  marketing  allowance) 
This  is  depicted  graphically  in  Figure  6-9.  It  illustrates 
two  broiler  producers  with  marketing  quotas  allocated  and 
designated  by  Qj  and  Q2  =  Q3  (represents  the  basic  quota) . 

The  aggregate  marketing  quota  amounts  to  Q3. 

The  price  that  the  board  would  determine  for  producers' 
level  with  qj  and  q2  quota  magnitudes  would  be  P3.  Exceed¬ 
ing  Q3  would  mean  overproduction.  This  may  be  allowed  in 
cases  where  demand  for  broilers  exceeds  supply  (production 
plus  stocks  as  indicated  in  Table  6-10).  The  board  would 
reach  a  limit  greater  than  100.0  percent  of  the  basic  quota 
This  may  mean  that  the  Broiler  Board's  marketing  allowance 
now  stands  at  Q4  .  The  price  under  sustaining  demand  now 
would  be  fixed  at  P4  .  Under  conditions  of  overproduction 
(where  supply  exceeds  demand),  the  price  falls  to  P4.  Up 
to  the  point  where  the  broiler  producers'  cost  schedules 
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FIGURE  69 


Price 


QUOTA  ALLOCATION: 

DETERMINATION  OF  ITS  STZE  AND  LEVEL, 
ALBERTA  BROILER  CHICKEN  MARKETING  BOARD 
UNDER  GIVEN  RESTRICTIONS  OF  TRANSFER 


Qu  an  t.  i  t  y 
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are  reflected  by  OSj  there  would  be  pressure  on  the  Board 
to  enlarge  the  quota  allowance.  The  demand  for  increasing 
the  marketing  quotas  would  subside  when  the  total  quantity 
reaches  Q4  .  This  would  be  acceptable,  as  long  as  the  prin¬ 
ciple  that  the  marginal  cost  of  acquiring  a  unit  quota 
production  is  equal  to  the  marginal  revenue  for  the  quota 
utilization  is  satisfied 

This  explains  the  combined  mechanism  of  supply 
and  price  that  regulates  the  total  product  flow  within  a 
period,  and  also  permits  adequate  flexibility  within  the 
period  for  broiler  producers  and  processors  in  Alberta 
to  determine  their  individual  marketing  patterns. 

Objectives  of  the  Alberta  Broiler  Growers’ 

Marketing  Board 

The  Alberta  Broiler  Growers’  Marketing  Board 
commenced  its  operations  on  September  1,  1966.  The  objec¬ 
tive  of  its  quota  policies  were:  (1)  to  maintain  a  fair, 

stabilized  price  for  broiler  chicken;  (2)  to  provide  the 
broiler  growers  with  a  higher  and  stable  net  income;  (3) 
to  provide  a  uniform  high  quality  broiler  chicken  for  the 
market;  (4)  to  maintain  adequate  advertising  promotion  of 
broiler  chicken  for  the  trade  and  consumer  market;  (5)  to 
work  with  marketing  boards  having  similar  objectives  such 
as  the  British  Columbia  Broiler  Marketing  Board. 

Despite  the  benefits  that  could  be  achieved 


through  monopolization  by  vertical  integration,  Alberta 
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farmers  accepted  supply  management  as  the  second  best  al¬ 
ternative  to  achieve  their  objectives. 

Evaluation  of  the  Quota  Policies  of  the  Alberta 
Broiler  Growers’  Marketing  Boards 

Effect  on  the  Broiler  Industry  and  Concentration 

In  January,  1967,  a  total  of  2.4S2  million  square 
feet  of  growing  space  was  allotted  for  the  production  of 
broilers  by  the  Alberta  Broiler  Growers'  Marketing  Board. 
The  number  of  growers  was  106.  Since  then  the  total  allo¬ 
cations  have  varied  and  so  have  the  number  of  broiler 
growers.  By  September,  1969,  a  total  allocation  of  2.128 
million  square  feet  of  growing  space  was  allotted  and  the 
total  number  of  producers  holding  broiler  quotas  in  the 
province  was  105.  Of  these,  94  were  independent  growers 
and  11  farms  were  considered  part  of  vertically  integrated 
organizations.1  The  number  of  integrated  farms  did  not 
change  during  the  1969-73  period  but  the  number  of  inde- 


^he  total  allotments  per  cycle  and  the  number 
of  growers  in  the  province  were  as  follows: 


1967 
Jan .  1 

1968 
Feb .  1 

1969 
Sept . 1 6 

1970 

May  1 

1971 
March  1 

1972 
May  16 

1973 
May  1 

Total 

Al lotments 
(mi  1 .sq.ft. 

2 , 45 

) 

2.383 

2.128 

(per  cycle) 

2.228 

2.310 

2.333 

2.637 

No.  of 
Growers 
(nos.  ) 

106 

101 

104 

106 

115 

1  14 

126 

Source:  Alberta  Broiler  Growers'  Marketing  Board,  Ednonton, 

Alberta. 
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pendents  increased  to  126  in  1973  with  an  increase  in  the 
total  growing  space  allotments  by  the  Board.  The  integrated 
farms  by  far  became  the  largest  in  average  size,  the  aver¬ 
age  size  being  84,800  square  feet  as  compared  with  an 
average  size  of  12,800  square  feet  for  independent  opera¬ 
tors.  Similar  to  British  Columbia,  quota  policies  of  the 
Broiler  Board  immediately  placed  a  ceiling  on  the  total 
productive  capacity  and  expansion  in  the  industry  was  al¬ 
lowed  only  according  to  the  increase  in  demand  for  broiler 
chicken.  Although  a  limit  was  placed  on  the  size  of  quota 
to  be  held  by  an  individual  unit,  a  substantial  porportion 
of  the  business  of  growing  broiler  chicken  in  Alberta  still 
became  concentrated  in  the  hands  of  a  relatively  small  num¬ 
ber  of  firms.  A  few  firms  controlling  some  40  percent  of 
the  business  of  production  expanded  the  size  of  their  pro¬ 
duction  facilities  by  59.4  percent  over  the  period  Novem¬ 
ber,  1964  to  December,  1966  by  way  of  purchases  of  proper¬ 
ty,  leasing  of  premises  and/or  acquisition  of  equities  in 
more  properties.  Since  transfers  of  quotas  were  authorized 
by  the  Board  on  either  sale  or  lease  of  premises,  it  was 
quite  possible  that  there  would  be  greater  concentration 
of  production.  As  the  data  suggests,  three  integrators 
held  44.00  percent  of  total  quota  allotment.  The  remaining 
56.00  percent  of  the  quota  was  in  the  hands  of  94  inde¬ 
pendent  operators,  the  largest  of  which  had  74,000  auth- 
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or i zed 

level , 
proces 


square  f ee t . 1 

Compared  to  broiler  production  at  the  primary 
there  was  evidence  that  the  concentration  at  the 
sing  level  was  much  higher.2  (See  Table  6-11.) 


1R.  R.  Hurnanen,  M.  H.  Hawkins  and  T.  W.  Man¬ 
ning,  Vertical  Integration  and  Concentration  in  the  Alberta 
Broiler  industry ,  Research  Bulletin  8  (Edmonton:  Dept,  of 
Agricultural  Economics  and  Rural  Sociology,  University  of 
Alberta,  1970). 

2Alberta  broiler  industry  became  highly  concen¬ 
trated  after  the  quota  policies  of  the  Board  were  imple¬ 
mented.  The  following  estimate  suggests  that  over  40.0 
percent  of  the  total  broiler  production  in  Alberta  was 
produced  by  11  growers  and  about  59.6  percent  by  24  grow¬ 
ers  in  1972.  Three  out  of  11  growers  with  over  40.0  per¬ 
cent  quota  were  in  the  category  of  100,000  and  above,  while 
the  remaining  eight  growers  were  in  the  50,000-100,000  ca¬ 
tegory.  Of  the  three  growers  in  100,000  and  above  and 
holding  475,000  square  feet,  Canada  Packers,  Pinecrest 
Foods  Ltd.  and  APM  Cooperative  had  22.7  percent,  31.6  per¬ 
cent  and  45.7  percent  of  475,000  quota,  respectively. 


Concentration  m  Broiler  Production, 
Alberta 
1972 


Category  No.  of  Producers 


(birds) 

100,000  + 

3 

50,000  -  100,000' 

8 

25,000  -  50,000 

13 

Under  25,000 

90 

TOTAL 

114 

i ze  of  Quota  Percent  of  Total  Quota 


475,000 

20.4 

466,800 

20.0 

448,700 

19.2 

942,600 

40.4 

2.333,100 

100.0 

Note:  Estimated  from  the  data  obtained  from  the  Alberta 

Broiler  Growers’  Marketing  Board. 


215 


CD 

C 

CD 

CD 

a) 

8 

L. 

CL 


oo 

vO 

cn 


>- 

QC 

H 

C/3 

X 

Q 


vO 


CD 

rH 

X 

03 

E-* 


CP 

W 


o 

p^ 

PQ 

W 

X 

E— 1 

P3 

O 

tX 

w 

p^ 

< 

X 

CO 

H 

W 

« 

p£ 

< 


w 


CO 

o 

P-1 

s 

o 

u 


CD 

c 


CD  +- 

CD'  y 

n  ro 


o 

c 

CD 


o  m  co 

■nr  -— 


m 


(J 

O  => 
L  13 

m  o 

CL 


VO  I 

m  i 


CD 

o 


o 

+- 

(0 

X 


o 


CD 

I 

<  O  CO  LlI 


CD 

0 


c 


0 

0 

0 

0 

L 

CL 

— 

0 

E 

L 

u 

O 

0 

13 

O 

JZ 

X3 

<J 

O 

X 

+- 

L 

0 

co 

CL 

0 

X 

+- 

X 

+* 

c 

4- 

c 

0 

c 

0 

X3 

0 

X 

C 

X 

c 

0 

c 

0 

CL 

0 

CL 

0 

CL 

0 

XJ 

0 

X 

c 

X 

c 

— 

c 

•vt 

m 

CD 

Vi. 

O 

O 


I  i 

r  a 

0  O 
Cj  £ 
R  Xl 

0  w 
o 


vs. 

o 

o 


T3  oo 
R 

0  • 

O 
R  X 
0 

*H  C 
■Ll  -H 
0  +J 
R  0 

th  r—C 
0  i— I 

-LI  3 
R  PQ 
H 

rH  U 
0  Pi 
0  Oj 

•rH  0 

4J  CD 
R  0 
0  CP 


V3. 

O 

O 


bC  ^ 

•rH  +J 


Vi. 

O 

o 


.  R 

t— i  0 

nO  *h 

S  2 

CD  ^ 
C 

•H  CQ 
^  +J 


0 

rR 

+J 

R 

R 

0 


p£ 

P^ 


+J 

0 

R 

HJ 


ton:  Dept,  of  Agricultural  Economics  and  Rural  Socioloev,  University  of 
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The  analysis  as  undertaken  suggests  that  the 
quota  policies  of  the  Alberta  Broiler  Growers’  Marketing 
Board  changed  the  structure  of  the  broiler  industry  in  the 
province  towards  more  concentration  in  both  broiler  produc¬ 
tion  and  processing. 

Effect  on  Supplies  and  Trade  Position  of  the  Prov i n c  e 

For  the  first  four  quota  periods,  the  Board 
authorized  crop  quotas  of  90  percent,  100  percent,  105  per¬ 
cent  and  110  percent,  respectively,  of  the  basic  quota 
(Appendix  G) .  The  crop  quotas  in  the  third  and  fourth 
quota  periods  were  met  by  the  Board  issuing  temporary 
production  permits.  Despite  the  Board’s  attempts  to  main¬ 
tain  an  adequate  supply  of  broiler  chickens  to  meet  the 
demand  on  an  average  weekly  basis,  there  had  been  some 
unevenness  of  weekly  supplies. 

The  initial  estimate  of  the  Board’s  supply  manage¬ 
ment  had  been  to  increase  supply  at  a  level  commensurate 
with  increased  demand.  As  such,  the  role  of  price  in 
demand  analysis  was  essentially  ignored.  There  were  no 
expectations  formulated  regarding  the  changes  in  the 
quantity  demanded  due  to  price  changes  because  the  assumed 
objective  of  setting  marketing  quotas  was  to  keep  price 
constant . 

The  Board  has  been  using  "trend  line  formulas" 
which,  in  essence,  took  the  historical  pattern  of  sales 
and  projected  them  into  the  future.  Projections  were  then 
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made  into  the  future  in  terms  of  annual  demand  on  the  basis 
of  past  growth  rate  and  also  the  future  sales  were  broken 
down  into  shorter  periods,  i.e.,  quarters  or  13-week 
periods.  This  method  could  be  improved  by  considering  de¬ 
mand  changes  occurring  through  population  changes,  incomes, 
seasonality  of  demand,  and  changes  in  the  prices  of  compe¬ 
titive  products  to  be  used  in  the  analysis  of  supply  deci¬ 
sions.  Econometric  results  of  the  analysis  presented  in 
this  research  can  be  used  to  generalize  the  behavior  of 
demand  and  supply  structural  variables  pertaining  to  the 
Province  of  Alberta. 

Alberta  had  traditionally  been  a  net  exporter 
of  broiler  chicken  before  1967.  Table  6-12  provides  month¬ 
ly  and  yearly  exports  and  imports  for  January,  1965  to  De¬ 
cember,  1969.  Being  a  net  exporter  of  768,000  lbs.  and 
243,000  pounds  of  broilers  in  1965  and  1966,  the  province 
showed  net  imports  of  17,000  pounds  in  1967  which  increased 
substantially  to  3,306,000  pounds  in  1969. 

Estimated  coefficients  of  trade  position  for 
Alberta  for  the  1961-1970  period  suggest  a  similar  pattern-- 
that  Alberta  became  an  increasingly  deficit  province  dur¬ 
ing  1967,  1968  and  1969.  Trade  position  improved  slightly 
in  1970  but  Alberta  still  remained  a  deficit  area  and  im- 


' 
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Table  6-12 

NET  EXPORTS  OF  ALBERTA  BROILERS, 
JANUARY  1965 --DECEMBER  1969 
(NET  EXPORTS  =  EXPORTS  -  IMPORTS) 


Month 

Year 

1965 

1966 

1967 

1968 

1969 

January 

107 

65 

(’000  obs.) 

117 

-31 

-117 

February 

1  18 

51 

-93 

-18 

-291 

March 

0 

-55 

-1  1  1 

103 

-177 

Apr  i  1 

35 

23 

-41 

37 

-49 

May 

38 

-15 

35 

-26 

-275 

June 

88 

-29 

162 

123 

-729 

July 

87 

-127 

-142 

6 

-545 

August 

49 

-244 

-135 

-110 

-181 

September 

43 

12 

106 

98 

-99 

October 

46 

153 

-1 

-105 

-341 

November 

89 

84 

48 

-145 

-277 

December 

68 

135 

38 

-113 

-166 

TOTAL 

768 

243 

-17 

-181 

-3,306 

Source:  Alberta  Broilers  Growers’  Marketing  Board,  "Re¬ 

cords  of  Imports  and  Exports,"  Edmonton,  1965- 
1969.  (Unpublished.) 


ported  broilers  from  other  provinces.1  (See  Table  6-13.) 

It  may  be  noticed  from  Table  6-13  that  during  1967-69, 
the  trade  position  coefficient  was  less  than  1.  This 
might  be  attributed  to  the  Board's  supply  management  poli¬ 
cies  that  could  be  characterized  as  restrictive.  Consider¬ 
ing  a  more  expansionary  aspect,  it  might  have  generated 
good  economic  returns  to  all  groups,  such  as  hatcheries, 
producers,  processors,  etc.,  in  the  province.2 

Effect  on  Prices 

Since  the  Board  had  little  jurisdiction  over 
the  inflow  of  broiler  chickens  from  alternative  sources 
of  supply,  the  Board  had  problems  in  its  attempt  at  sta- 


1  Imports  of  broilers  from  the  United  States 
were  not  forthcoming  because  of  the  existing  product  dif¬ 
ferentiation  and  somewhat  different  processing  standards. 
U.S.  broilers  had  a  yellowish  skin  and  were  not  eviscer¬ 
ated.  Most  of  it  sold  only  dressed  which  did  not  meet 
with  good  consumer  acceptance  in  Canadian  supermarkets. 
Quebec  had  been  the  main  supplier  of  broilers  to  Western 
as  well  as  Eastern  provinces. 

2The  multiplier  effect  of  the  extra  income 
generated  through  increased  use  of  Alberta’s  resources 
in  fulfilling  local  demand  through  local  production  rather 
than  imports  must  be  considered.  Loss  of  feed  resource 
use  alone  from  3.3  million  pounds  of  imports  is  estimated 
to  be  5,500  tons.  Given  lower  consumer  prices  for  broilers 
and  an  even  balance  of  imports  and  exports,  the  estimated 
increase  in  Alberta  broiler  production  of  6  million  pounds 
would  have  used  an  additional  7,800  tons  of  local  feed 
grains.  R.  R.  Hurnanen,  M.  H.  Hawkins,  and  T.  W.  Manning, 
Vertical  Integration  and  Concentration  in  the  Alberta 
Broiler  industry ,  Research  Bulletin  No.  8,  (Edmonton: 

Dept,  of  Agricultural  Economics  and  Rural  Sociology,  Uni¬ 
versity  of  Alberta,  1970). 
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Table  6-13 

COEFFICIENTS  OF  BROILER  TRADE  POSITION, 
ALBERTA 
1961 .--1970 


Year 

Broi ler  Trade  Position 
Coef f ic ients1 

1961 

1.11 

1962 

1  .24 

1963 

1  .36 

1964 

1  .39 

1965 

1  .21 

1966 

1.10 

1967 

0.99 

1968 

0.96 

1969 

0.91 

1970 

0.97 

Average  1961 — 1970 

1  .  12 

JTrade  position  coefficients  estimated  as  per 
capita  broiler  production  per  capita  broiler  consumption. 

Source  of  per  capita  broiler  production  and  per 
capita  broiler  .consumption :  Canada  Department  of  Agricul¬ 
ture,  Poultry  Market  Review  (Ottawa:  Production  and  Mar¬ 
keting  Branch,  CDA,  1961-1969). 
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bilizing  supply.  Where  these  inflows  had  been  substantial 
in  relation  to  local  supply,  they  affected  the  level  of 
prices . 

With  a  view  to  finding  how  successful  the  Board 
had  been  in  achieving  stability  of  prices,  weekly  price 
data  for  broilers  at  both  the  producer  level  and  the  whole¬ 
sale  level  were  analysed.  Table  6-14  provides  the  estimates 
of  price  stability  at  producer  level  and  at  wholesale 
level.  It  indicates  that  the  Board  had  been  successful  in 
reducing  price  fluctuations  in  relative  terms. 

The  Board  started  its  operation  in  September, 

1966  and  it  is  indicated  that  price  fluctuations  in  the 
post-board  period  have  been  reduced  (as  shown  by  the  stan¬ 
dard  deviation  estimates).  For  the  pre-board  period,  the 
estimated  standard  deviation  for  the  weekly  price  data 
was  2.1  which  declined  to  1.0  in  the  post-board  period. 
Range,  though  not  an  appropriate  measure  of  dispersion  for 
samples  greater  than  10,  provides  corroboration  of  the 
conclusion  drawn  from  the  standard  deviation  estimate 
(being  8.0  for  the  pre-board  period  and  3.5  for  the  post¬ 
board  period).  The  mean  estimate,  however,  shows  that 
price  stability  was  achieved  at  a  higher  average  price, 
though  the  lower  maximum  producer’s  price  was  recorded 
in  the  post-board  period  at  the  producers'  level.1 

Although  average  price  during  the  post-board 
period  remained  high,  the  increase  was  not  substantial  at 
the  producer  level.  This  increase  in  producers'  minimum 
price  can  be  justified  by  increase  in  cost  of  broiler  pro¬ 
duction  . 
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Table  6-14 

WEEKLY  PRICE  DATA  FOR  BROILERS  AND  RELEVANT 
STATISTICAL  ESTIMATES  OF  PRICE  STABILITY 
ALBERTA 
1961-69 


Producers’  Level 

Wholesale  Level 

Pre- Board 

Post -Board 

Pre -Board 

Post-Board 

Sample  Size 

184 

287 

61 

287 

Maximum  (price) 

24.0 

23.0 

61  .0 

47.0 

Mi nimum  (price) 

17.0 

19.5 

19.0 

37.0 

Range 

7.0 

3.5 

22.0 

10.0 

Mean  (price) 

20.8 

21  .41 

38.1 

40.9 

Variance 

4.5 

1  .0 

23.5 

6.7 

Standard  Deviation 

2.1 

1.0 

4.8 

2.5 

Mean  Deviation 

1  .8 

0.85 

2.7 

2.2 

Median  (price) 

21.0 

21.51 

40.0 

41.0 

Mode  (price) 

18.0 

22.50 

40.0 

39.0 

Estimates  from  weekly  broiler  price  data. 

Source:  Canada  Department  of  Agriculture,  Poultry  Market 

Review  (Ottawa:  CDA,  1961-69). 
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Effects  on  Wholesale  Prices  and  Producer -to -Wholesale 
Margin 

Similarly,  at  the  wholesale  (processors)  level 
the  Board's  quota  policy  contributed  to  a  higher  price 
stability  (standard  deviation  dropping  from  4.8  in  pre¬ 
board  period  to  2.5  in  the  post -board  period).  Mean  prices 
in  both  the  pre-board  and  post -board  period  at  the  whole¬ 
sale  level  had  been  almost  double  that  of  the  producers' 
level.  This  suggests  that  higher  broiler  prices  at  the 
wholesale  level  could  not  be  attributed  to  fixation  of 
higher  prices  to  producers. 

Absolute  Producer -to -wholesal e  margins  on  the 
mean  seemed  to  have  been  substantial.  Justification  for 
the  large  producer- to-wholesale  margins  could  be  interpre¬ 
ted  as  being  caused  by  increasing  processing  and  storage 
costs,  labor  costs  and  the  cost  of  credit  that  processors 
have  to  continually  incur  during  the  production  process. 

Figure  6-10  gives  the  plot  of  the  producer- 
wholesale  margin,  indicating  a  fair  degree  of  stability 
achieved  at  a  high  level  of  wholesale  prices  that  could 
be  regarded  mainly  as  "cos t -determ ined" . 

Summary 

The  Alberta  Broiler  Growers'  Marketing  Board  was 
established  in  1966  and  on  October  31  of  that  year,  a  total 
basic  quota  of  1.918  million  square  feet  of  floor  space 
was  authorized  by  the  Board,  By  the  end  of  1970,  the 


PRODUCER-TO-WHOLESALE  MARGINS,  EDMONTON 
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board  authorized  2.260  million  square  feet  of  production 
space  (with  2.252  million  square  feet  already  built). 

Keeping  in  view  the  objectives  of  the  Board,  an 
evaluation  of  the  implementation  of  its  quota  policies 
revealed  the  following  conclusions: 

(1)  Effects  of  the  quota  policies  as  used  by 
the  Alberta  Broiler  Growers’  Marketing  Board  probably 
have  been  conducive  to  the  development  of  a  concentrated 
broiler  industry.  Of  the  total  105  broiler  growers  in 
Alberta  in  1969,  94  were  independent  growers  and  11  were 
parts  of  vertically  integrated  farms.  The  11  integrated 
farms  were  by  far  the  largest  (average  size  being  84,800 
square  feet  compared  with  an  average  size  of  12,800  square 
feet  for  independent  growers).  As  the  data  suggested, 
three  integrated  firms  controlled  44.0  percent  of  the 
total  allotment  and  the  remaining  56.0  percent  was  con¬ 
trolled  by  the  rest.  Among  the  independent  growers,  the 
largest  size  was  75,000  square  feet. 

(2)  Despite  the  Board’s  attempts  to  maintain 
an  adequate  supply  of  broiler  chickens  to  meet  demand  on 
an  average  weekly  basis,  there  had  been  some  unevenness  of 
weekly  supplies.  The  Board  needed  more  sophisticated  de¬ 
mand  estimates  than  the  ’’trend  line  formulas"  used. 

(3)  Estimated  coefficients  of  trade  position 
for  the  province  for  1961-70  period  suggested  that  Alberta 
became  an  increasingly  deficit  province  after  1967  and, 
although  the  deficit  position  improved  slightly  in  1970, 


there  were  still  imports  coming  into  Alberta  from  other 
provinces . 

(4)  With  no  jurisdiction  over  the  inflow  of 
broiler  chicken  from  alternative  sources  of  supply,  the 
provincial  broiler  board  faced  some  problems  in  its  at¬ 
tempts  to  stabilize  supplies  and  prices.  Despite  these 
limitations,  the  quota  policies  of  the  Board  were  effec¬ 
tive  in  achieving  price  stability  both  at  the  producer 
level  and  the  wholesale  level. 

(5)  Mean  prices  at  both  producer  and  wholesale 
levels  were  higher  during  the  post-board  period.  The 
level  of  post-board  prices  at  the  wholesale  level  re¬ 
mained  much  higher  than  at  the  producer  level.  The  higher 
prices  at  both  levels,  however,  could  be  justified  in 
terms  of  increasing  cost  of  broiler  production  in  Alberta. 

(6)  Producer  -  to -wholesale  margins  in  the  Al¬ 
berta  broiler  industry  were  stabilized  but  at  a  higher 
level,  suggesting  that  wholesale  broiler  prices  increased 
faster  than  broiler  prices  at  the  producer  level.  The 
large  producer -to -wholesale  margins  could  be  justified  be¬ 
cause  the  processing  and  storage  costs  in  the  broiler  in¬ 
dustry  increased  substantially  during  the  1965-70  period. 

(7)  Alberta  broiler  growers  have  achieved  pro¬ 
duction  efficiency,  a  major  consideration  in  broiler  pro¬ 
duction  today.  This  efficiency  has  been  achieved  under 
severe  pressure  exerted  on  the  broiler  chicken  industry 
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by  competition  from  other  provinces  as  well  as  by  turkey 
meat,  red  meats  and  other  general  market  trends. 

The  Ontario  Broiler  Chicken  Producers' 

Marketing  Board 

General  Background 

Broiler  chickens  have  been  the  largest  single 
component  of  Ontario  poultry  marketing.  Broilers  accounted 
for  approximately  67.1  percent  of  all  poultry  meats  pro¬ 
duced  in  Ontario  during  the  1965-69  period  and  64.0  percent 
during  the  1965-70  period.  Average  yearly  receipts  from 
marketings  of  broilers  in  Ontario  amounted  to  roughly 
$50.0  million  in  the  1960-70  period.1 

In  1960,  101  million  pounds  (eviscerated  weight) 
of  broiler  meat  were  marketed  in  Ontario.  By  1965,  total 
Ontario  broiler  production  was  around  136  million  pounds. 
Uncontrolled  expansion  in  broiler  production2  during  the 
early  1960's  was  accompanied  by  extreme  price  instability, 
in  spite  of  attempts  by  a  voluntary  price  committee  to 
improve  prices  in  1962.  Low  prices  in  1959-62  (Figure 


lrrhe  gross  return  from  broilers  in  Ontario  was 
$29,731  million  in  1964,  $33,299  million  in  1965,  $38,394 
million  in  1966,  $43,584  million  in  1967,  $46,699  million 
in  1968,  and  $49,924  million  in  1969.  The  gross  return 
from  broilers  increased  to  over  $51.4  million  in  1970, 
to  $55.0  million  in  1971,  and  is  approximately  $58.0  mil¬ 
lion  in  1972.  Source:  The  Ontario  Chicken  Producers' 
Marketing  Board,  Annual  Report ,  1972. 

2Figure  6-11  depicts  the  growth  in  Ontario  chic¬ 
ken  broiler  production  as  compared  to  Quebec  broiler  pro¬ 
duction  for  the  1956-72  period. 


BROILERS  SLAUGHTERED  IN  REGISTERED  PLANTS  IN  ONTARIO  AND  QUEBEC, 

1955-72 
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-I  O 


t: 


Source:  Canada  Department  of  Agriculture.  Poultry  Market  Review,  1955-72. 
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0  -  12)  were  of  great  concern  to  the  farmers  and  led  to 
agitation  by  the  broiler  producers  for  some  measure  of 
supply  control,  price  improvement  and  stability.  As  a 
result  of  this  agitation,  the  Ontario  Chicken  Broiler 
Producers'  Marketing  Board  was  granted  powers  to  control 
marketings  through  marketing  quotas  and  the  plan  was  im¬ 
plemented  in  March,  1964. 

Powers  of  The  Board 

Since  this  marketing  plan  was  fashioned  after 
the  one  adopted  in  British  Columbia,  the  mechanisms  for 
allocating  basic  quotas  were  the  same  in  the  two  provinces. 
Some  of  the  major  differences  regarding  the  ownership  and 
transferability  of  quotas  and  the  method  of  establishing 
quotas  for  the  quota  period  have  been  outlined  previously 
in  Table  6-3. 

Though  the  British  Columbia  Marketing  Board  met 
with  representatives  of  the  trade  each  week  in  order  to 
discuss  supply  and  farm  prices,  it  was  the  Board's  res¬ 
ponsibility  to  set  quotas  and  prices.  In  Ontario,  however, 
a  Broiler  Chicken  Industry  Quota  Advisory  Committee  was 
established.  The  chairman  was  appointed  by  the  Ontario 
Farm  Products  Marketing  Board;  four  members  were  appointed 
by  the  Ontario  Broiler  Chicken  Producers'  Marketing  Board, 
two  were  appointed  by  the  Ontario  Poultry  Processors'  As¬ 
sociation,  one  was  appointed  by  the  Ontario  Division  of 
the  Canadian  Feed  Manufacturers'  Association,  and  one  by 
the  Ontario  Hatcheries  Association.  The  term  of  office 
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for  members  of  the  Advisory  Committee  was  one  year.  The 
main  function  of  this  Advisory  Committee  was  to  recommend 
to  the  Ontario  Broiler  Chicken  Producers'  Marketing  Board 
total  quotas  for  broiler  chickens  or  any  class,  variety, 
grade  or  size  of  broiler  chicken  for  any  period  or  periods 
of  time  not  exceeding  one  year.  Upon  receipt  of  these 
recommendations,  the  Broiler  Board  was  required  under  the 
marketing  plan  to  provide  the  Ontario  Farm  Products  Market 
ing  Board  with  full  particulars  of  any  recommendations  mad 
to  it  by  the  Broiler  Chicken  Industry  Quota  Advisory  Com¬ 
mittee  and  to  take  any  subsequent  action  with  regard  to 
these  recommendations. 

With  regard  to  the  establishment  of  farm  prices, 
until  recently  there  was  an  agency  known  as  the  Negotiat¬ 
ing  Committee  on  Prices  for  Broiler  Chickens.  It  was 
composed  of  five  members:  two  appointed  by  the  Broiler 
Board,  two  by  the  Ontario  Poultry  Processors'  Association, 
and  one  by  the  Ontario  Farm  Products  Marketing  Board.  The 
last-named  appointed  member  was  to  be  the  chairman  of  the 
Negotiating  Committee  on  Prices  for  Broiler  Chickens.  This 
Committee  had  -the  power  to  adopt  or  settle  by  agreement 
minimum  prices  for  broiler  chickens  or  for  any  class,  vari 
ety ,  grade  or  size  of  broiler  chickens.  In  its  delibera¬ 
tions  regarding  the  establishment  of  prices,  the  Committee 
examined  the  prices  that  prevailed  in  Quebec,  Manitoba 
and  the  United  States  before  setting  a  price  for  the  Pro- 
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vince  of  Ontario.  Whenever  the  Committee  failed  to  agree 
on  a  price,  the  chairman  of  this  Committee  was  then  author¬ 
ized  to  set  a  price  for  the  particular  week  in  question. 
However,  the  Board  was  authorized  to  fix  prices  in  1969 
and  has  done  so  since  that  time. 

In  addition,  ini  tally  there  was  a  Negotiating 
Committee  on  Agreements  for  Broiler  Chickens,  which  was 
empowered  to  adopt  or  settle  by  agreement  (a)  terms,  condi¬ 
tions  and  forms  of  agreement  relating  to  the  producing  or 
marketing  of  broiler  chickens;  (b)  any  charges,  costs  or 
expenses  relating  to  the  production  or  marketing  of  broiler 
chickens.  Furthermore,  if  a  quorum  of  the  Negotiating 
Committee  on  Agreements  for  Broiler  Chickens  was  not  pre¬ 
sent  within  one  hour  of  the  time  for  which  the  meeting  was 
called,  or  where  ' qf  quorum  was  present  and  the  Committee 
did  not  arrive  at  agreements  respecting  all  matters  within 
two  hours  of  the  time  for  which  the  meeting  was  called, 
the  matters  in  dispute  were  to  be  determined  by  a  Board 
of  Arbitration. 

Evaluation  of  the  Quota  Policies  of  the  Ontario 
Broiler  Chicken  Producers'  Marketing  Board 

Effects  on  the  Broiler  Industry  and  Concentration 

Apart  from  the  quotas  allotted  at  the  inception 
of  the  Board  in  1965,  no  new  quotas  were  allotted  until 
1969  (Table  6-16).  However,  expansion  had  to  be  considered 
by  the  Board  whenever  demand  warranted  it.  Expansion  re- 


quired  the  allocation  of  new  quotas  and/or  increases  in 
the  quotas  already  held  by  registered  growers.  In  1969 
the  Board  proposed  an  expansion  by  issuing  two-thirds  of 
the  total  new  quotas  to  growers  established  under  the 
Board,  and  one -third  of  the  total  to  new  growers  who 
would  be  admitted  into  the  industry.  The  proportion  of 
new  quotas  issued  to  growers  already  established  with  the 
Board  was  designed  to  increase  the  volume  of  business 
handled  by  smaller  growers  whose  size  of  business  was  con¬ 
sidered  inadequate  for  economic  viability. 

The  primary  goals  of  the  Ontario  Broiler  Market¬ 
ing  Board  were  to  effectively  organize  the  production  to 
market  demand  and  to  curb  corporate  takeover  of  the  broiler 
industry.  Data  in  Table  6-15  illustrates  that  by  1970 
the  Board  had  succeeded  in  placing  producers  in  different 
categories,  the  largest  number  of  producers  being  in  the 
category  of  4,000-30,000  birds.  Only  42,  or  5.6  percent, 
of  producers  had  a  production  capacity  of  50,000  and  over. 

An  increase  in  integration  did  not  occur  in  the 
Ontario  broiler  industry  after  the  quota  system  was  set 
up.  Integration  appeared  to  be  limited  by  the  norms  re¬ 
gulating  quota  transfers.  Quota  transfers  were  only  per¬ 
mitted  from  one  producer  to  another  producer  to  a  maximum 
of  35,000  birds;  that  is,  no  one  with  a  quota  for  more  than 
35,000  birds  could  buy  additional  quotas.  Since  most  in¬ 
tegrators  already  had  operations  exceeding  35,000  birds, 
the  opportunity  for  increased  integration  through  trans- 
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Tabic  6-15 

DISTRIBUTION  OF  PRODUCERS  ACCORDING  TO 
QUOTA  SIZE  CATEGORIES 

ONTARIO 

1970 


Number 

of  Birds- 

Tota  1 

%  of  the 

Quota  Si 

ze  Category 

Producers 

Total  Number 

Under  5, 

000 

66 

8.9 

5,000  - 

10,000 

173 

23.4 

10,000  - 

15,000 

129 

17.5 

15,000  - 

20,000 

95 

12.8 

20,000  - 

30,000 

140 

18.9 

30,000  - 

40,000 

72 

9.7 

40,000  - 

50,000 

23 

3.1 

50,000  a 

nd  over 

42 

5.7 

TOTAL 

740 

100.0 

Source : 

Estimates 

from  the  list  of  broiler 

quota  holders 

in  Ontario  for  1970. 


' 

. 

RESULTS  OF  PLANNED  MARKETING  OF  BROILER  CHICKENS 
SEPTEMBER  1965- -DECEMBER  1972 
ONTARIO 
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Source:  The  Ontario  Chicken  Producers’  Marketing  Board,  Annual  Reports ,  1966-72. 
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fer  of  quota  rights  was  minimal. 

Moreover,  the  Board  placed  a  limit  on  the  sale 
of  premises  with  attached  quotas  and  did  not  approve 
transfers  where  the  total  combined  basic  quota  of  the 
transferee  (an  individual  or  a  corporation)  exceeded 
150,000  broiler  chickens.  When  the  Ontario  Broiler  Chicken 
Marketing  Board  instituted  its  quota  system  in  1965,  inte¬ 
grated  broiler  operations  (hatchery-f eed  manufacturing, 
poultry  processing,  etc.)  held  about  17.0  percent  of  the 
quotas.  In  1971,  direct  production  of  broilers  by  non-farm 
firms  was  reduced  to  12.6  percent  of  the  basic  quota. 

With  a  basic  quota  of  15.212  million  birds  in  1971,  six 
firms  (of  which  four  were  completely  integrated)  held 
1.230  million  birds  (8.1  percent  of  the  total)  and  were  in 
the  category  of  hatchery,  feed  manufacturing  and  poultry 
processing  (integrated)  and  691,452  birds  were  held  by 
five  other  firms  (4.5%  of  the  total)  in  the  category  of 
harchery  or  feed  manufacturing  (non- integrated) .  This 
made  the  total  non-farm  firm’s  involvement  in  Ontario 
broiler  production  equal  to  1.921  million  birds  (12.6 
percent  of  the  total  basic  quota  of  15,211,557  birds  for 
Ontario) . 


Contrary  to  what  occurred  in  the  primary  broiler 
sector,1  there  has  been  a  high  degree  of  concentration 
and  integration  at  the  feed  manufacturing,  poultry  proces¬ 
sing  and  hatcheries  levels.  Certain  undesirable  practices 
have  been  alleged  to  have  existed  in  these  segments  of  the 
broiler  industry  in  Ontario:  (1)  producers  compelled  to 
buy  feed  and  chicks  from  companies  which  were  also  proces¬ 
sors--^  not,  the  companies  refused  to  process  the  broilers, 
(2)  providing  mortgage  financing  for  broiler  growing  faci¬ 
lities,  obligating  the  producers  to  buy  feed  and  chicks  as 
a  condition  of  the  mortgage  for  a  number  of  years.  Pro- 


lumber  and  proportion  of  the  non-farm  firms 
involved  in  broiler  production  in  Ontario  was  reduced  sub¬ 
stantially.  In  1971,  only  12.6  percent  of  the  total  broil¬ 
er  chicken  output  was  produced  by  non-farm  firms,  the  re¬ 
maining  87.4  percent  was  produced  by  farming  groups.  This 
can  be  ascertained  from  the  following  estimates. 

Number  and  Proportion  of  Non-Farm  Firms  Involved  in 
Broiler  Production  (Ontario)  1971 


Act i v i ties 

Number  of  Firms 

Quota 

No.  of  Birds 

Percent 

Hatchery-Feed 
Manufacturing  Poultry 
Processing  (Integrated)1 

6 

1,229,737 

8.1 

Hatchery  or  Feed 
Manufacturing  (non- 
i ntegrated ) 

5 

691,452 

4.5 

TOTAL 

77 

1,921,189 

12.6 

Basic  Quota 

15,211,557 

100.0 

TFour  firms  out  of  six  are  completely  integrated 
as  they  are  engaged  in  all  these  activities. 


ducers  found  themselves  in  a  profit  squeeze  due  to  high 
costs  when  involved  in  such  contracts  .  The  Board  had  no 
power  to  intervene  because  these  cases  were  not  specified 
in  the  marketing  legislation  which  enabled  the  Board  to 
operate . 

Producer  Concentration  Level 

Results  of  estimated  concentration  in  the  On¬ 
tario  broiler  industry  are  given  in  Table  6-15.  With  740 
producers  in  1970,  the  largest  proportion  of  broiler  grow¬ 
ers  was  located  in  the  5,000-10,000  category  (23.4  per¬ 
cent).  The  next  largest  category  was  20,000-30,000  birds 
with  18.9  percent  of  total  producers.  The  category  10,000- 
15,000  birds  had  129  producers,  constituting  17.5  percent 
of  the  total  number  of  Ontario  broiler  growers.  Almost 
one-fifth  (18.5  percent  of  the  total  producers  were  con¬ 
centrated  in  the  30,000  and  above  category  with  only  42 
growers  (5.7  percent  in  the  50,000  and  over  group). 

The  estimates  indicated  that  the  Ontario  broiler 
industry  was  fairly  concentrated  (Table  6-15),  with  740 
broiler  growers  producing  over  35.0  percent  of  the  total 
Canadian  broiler  supplies. 

Effects  on  Capitalization 

The  fact  that  quotas  were  attached  to  registered 
premises,  as  well  as  the  restricted  entry  into  the  indus¬ 
try,  provided  the  opportunity  for  capitalization  of  quota 


rights  into  the  value  of  real  estate.  The  valuation  placed 
on  quota  rights  in  Ontario  had  been  estimated  to  be  about 
$3.00  per  square  foot  in  1969.  The  incidence  of  capitali¬ 
zation  can  be  imagined  to  have  reflected  increases  in  pro¬ 
duction  costs  and,  consequently,  higher  consumer  prices 
for  broiler  chickens.  The  cumulative  effect  of  this  could 
be  to  impair  the  competitive  strength  of  broiler  chickens 
vis-a-vis  competing  products. 

Effects  on  Supplies  and  Trade  Position  of  the  Province 

Since  its  inception  in  1965,  the  Ontario  Broiler 
Chicken  Producers’  Marketing  Board  had  in  general  been 
reasonably  successful  in  stabilizing  the  supply  of  broiler 
chickens  marketed  in  Ontario.  The  total  quantity  of  broil¬ 
er  chickens  marketed  in  Ontario  changed  very  slightly  from 
12.2  million  birds  in  September -December  1965  to  12.7  mil¬ 
lion  birds  in  March-June  1967.  With  slight  fluctuations, 
however,  the  number  of  chickens  marketed  under  quota  in¬ 
creased  after  the  March-June  1967  period  and  was  16.2  mil¬ 
lion  birds  in  September -December  1969.  It  fluctuated 
around  this  size  with  the  highest  production  period  being 
August-October  1970  with  17.4  million  birds  produced.  It 
dropped  to  16.5  million  lbs.  in  the  September  17-December 
22,  1972  period  (Table  6-16  and  Table  6-17). 

Through  1965-70,  the  allocation  of  quotas  for 
broiler  marketing  in  Ontario  generated  the  various  levels 
of  excess  capacity  in  the  industry,  the  highest  level  being 


INDICES  SEPTEMBER -DECEMBER ,  1965  =  100,  RECOMMENDED  QUOTAS 
AND  ONTARIO  TOTAL  MARKETED  OR  PROCESSED 


Per i od 

Recommended 

Quotas 

Total  Marketed 
or  Processed 

Sept . 

Dec . 

1965 

100,0 

100.0 

Dec . 

March 

1966 

90.4 

88.6 

March 

June 

1966 

106.0 

97.4 

June 

Sept. 

1966 

118.0 

114.3 

Sept. 

Dec . 

1966 

109.1 

107.6 

Dec . 

March 

1967 

95.8 

98.8 

Ma  rc  h 

June 

1967 

110.6 

104.7 

June 

Sept . 

1967 

122.2 

1  17.7 

Sept. 

Dec . 

1967 

105.9 

109.7 

Dec . 

March 

1968 

90.6 

93.2 

March 

June 

1968 

107.8 

107.6 

June 

Sept. 

1968 

123.8 

122.0 

Sept. 

Dec . 

1968 

113.7 

119.1 

Dec . 

March 

1969 

107.8 

111.7 

March 

June 

1969 

118.0 

119.4 

June 

Sept. 

1969 

124.4 

120.5 

Sept. 

Dec . 

1969 

134.8 

132.7 

Nov . 

Feb. 

1970 

122.2 

116.4 

Feb. 

May 

1970 

124.8 

128.9 

May 

Aug. 

1970 

146.6 

131  .8 

Aug . 

Oct. 

1970 

146.6 

131  .8 

Nov .  1 

Jan.  23 

1971 

124.7 

121.6 

Jan.  24  - 

Apri 1  17 

1971 

131  .4 

123.9 

Apri 1  18  - 

July  10 

1971 

140.4 

132.6 

July  11  - 

Oct.  2 

1971 

130.2 

129.7 

Oct.  3 

Jan .  8 

1972 

151.9 

148.0 

Jan.  9 

Apri 1  1 

1972 

123.9 

118.0 

April  2  - 

June  24 

1972 

131  .4 

129.2 

Sept.  12  - 

Dec .  9 

1972 

139.0 

136.3 

Source:  Estimates  from  data  furnished  by:  Ontario  Broiler 

Chicken  Producers'  Marketing  Board,  Fifth  Annual 
Report ,  1969. 


in  December -March ,  1968  when  the  overall  broiler  industry 
experienced  23.0  percent  excess  capacity  (Table  6-16). 

Only  eight  times  in  the  period  under  study  were  100.0  per¬ 
cent  crop  quotas  allowed.  The  seasonal  pattern  illustrated 
that  the  June -September  months  were  when  the  demand  for 
broilers  was  highest.  The  lowest  level  of  quotas  had  been 
during  the  December -March  period.  The  low  quota  allocation 
corresponded  to  the  low  seasonal  demand  for  broilers  in 
Ontario . 

The  coefficients  of  broiler  trade  position 
(Table  6-18)  were  estimated  for  Ontario  for  the  1961-70 
period,  showing  that  Ontario  enjoyed  a  surplus  trade  posi¬ 
tion  until  1968.  From  1969  onward,  Ontario  became  a  defi¬ 
cit  province.  Quebec,  with  a  lack  of  effective  control 
in  broiler  production,  always  had  producers’  prices  which 
were  lower  than  Ontario  and  the  Western  provinces  (averag¬ 
ing  about  2*/lb.  below  the  live  price  paid  to  producers 
in  Canada) .  Figure  6-13  shows  the  price  differential  for 
Quebec,  Ontario  and  Manitoba  and  suggests  economic  reasons 
for  imports  from  Quebec  into  Ontario  and  Manitoba. 

The  lack  of  legal  authority  to  restrict  the  sub¬ 
stantial  inflows  of  broiler  chickens  from  Quebec  and  Mani¬ 
toba  into  markets  in  Ontario  impaired  the  effectiveness  of 
the  quota  policy  of  the  Ontario  Broiler  Chicken  Producers’ 
Marketing  Board  in  maintaining  stability  of  supply  and 
prices.  In  fact,  the  increase  of  shipments  of  Quebec  broil- 


ers  into  the  lucrative  Toronto  market  had  been  of  serious 
concern  to  the  Board.1  Whereas  these  interprovincial  flows 
and  movements  of  broiler  chickens  might  have  some  desta¬ 
bilizing  effects  on  the  industry  in  Ontario  in  the  short- 
run,  this  was  of  some  benefit  to  the  industry  in  the  long 
run.  Certainly,  it  forced  the  Ontario  growers  into  improv¬ 
ing  their  competitive  strength  if  they  wanted  to  maintain 
their  markets,. 

The  policy  of  allotting  fixed  basic  quotas,  re¬ 
gardless  of  whether  or  not  they  were  fully  employed, 
brought  more  resources  than  were  necessary  into  the  broiler 
chicken  industry.  Moreover,  the  policy  of  fixing  annual 
crop  quotas  on  a  percentage  of  the  fixed  basic  quotas  sus¬ 
tained  substantial  excess  capacity  in  the  Ontario  broiler 
industry  (Table  6-16).  In  fact,  during  the  short  period 
of  September-December  1965  to  September-August  1970,  empiri¬ 
cal  estimates  suggest  that  there  existed  an  excess  capacity 
of  varying  range.  Excess  capacity  reaching  a  high  of  23 
percent  in  the  December -March  1968  period. 


*By  way  of  illustration,  on  April  7,  1966,  the 
Ontario  Broiler  Chicken  Producers’  Marketing  Board  marketed 
approximately  900  thousand  birds  (about  4  pounds  each)  at 
21.25  cents  per  pound.  Gross  revenue  was,  therefore  equal 
to  $765  thousand.  To  be  able  to  compete  with  Quebec 
broilers,  the  Board  would  have  had  to  market  at  18  cents 
per  pound.  Since  the  Ottawa  Valley  consumed  some  100  thou¬ 
sand  birds,  the  loss  of  income  to  growers  would  have  been 
$13  million  (100,000  x  4  *  3.25  =  $13.0  million).  Broiler 
chickens  produced  in  Manitoba  have  also  entered  in  the 
northwestern  markets  of  Ontario. 
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Table  6-18 


COEFFICIENTS  OF  BROILER  TRADE  POSITION 
ONTARIO,  ALBERTA  AND  BRITISH  COLUMBIA 
1961-1970 


Year 

Broi ler  Trade  Position 
Coef f ic i ents1 

Ontario 

Alberta  British  Columbia 

1961 

1 .14 

1.11 

0.98 

1962 

1  .08 

1  .24 

0.96 

1963 

1.11 

1  .35 

1.02 

1964 

1  .08 

1.39 

0.86 

1965 

1  .06 

1  .21 

0.82 

1966 

1.01 

1 .10 

0.78 

1967 

1  .00 

0.99 

0.72 

1968 

1  .02 

0.96 

0.71 

1969 

0.98 

0.91 

0.70 

1970 

0.92 

0.97 

0.68 

Average  1961-1970 

1  .04 

1 .12 

0.92 

*Trade  position  coefficients  estimated  as  per 
capita  broiler  product ion -per  capita  broiler  consumption. 

Source  of  per  capita  broiler  production  and  per 
capita  consumption:  Canada  Department  of  Agriculture,  Poul¬ 
try  Market  Review  (Ottawa:  Production  and  Marketing  Branch, 
CDA ,  1961-1969). 
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It  seems  illogical  to  sustain  excess  capacity 
in  these  varying  ranges  since,  in  the  following  year,  On¬ 
tario  was  again  a  deficit  province  as  far  as  chicken  broil¬ 
ers  were  concerned.  The  estimates  on  per  capita  consump¬ 
tion  of  broiler  meat  suggest  that  there  were  gradual  in¬ 
creases  in  broiler  consumption  which  did  not  justify  ex-' 
cess  capacity  in  the  industry  in  order  to  sustain  and  cause 
higher  prices  to  the  consumer.  It  was  logical  to  conclude 
that  the  impact  of  the  supply  management  pursued  by  the  On¬ 
tario  Broiler  Chicken  Producers'  Marketing  Board  had  been 
to  bring  about  persistent  unemployment  of  a  considerable 
proportion  of  the  resources  retained  in  the  broiler  indus¬ 
try.  This  represented  a  costly  utilization  of  resources 
in  that  total  overhead  costs  had  to  be  paid  even  though 
some  proportion  of  these  resources  had  remained  unused  in 
any  one  period.  In  turn,  this  must  be  reflected  in  higher 
production  costs  and  prices  for  broiler  chickens,  the  cumu¬ 
lative  effects  of  which  would  be  to  impair  the  competitive 
position  of  broiler  chicken  vis-a-vis  their  substitutes. 

Effects  on  Prices 

Estimates  of  price  stability  for  the  pre-board 
and  post-board  period  indicate  that  the  quota  policies  of 
the  Ontario  Broiler  Chicken  Marketing  Board  had  been  suc¬ 
cessful  in  stabilizing  the  broiler  prices  at  the  producers' 
level.  The  standard  deviation  estimated  dropped  from  1.22 
in  the  pre-board  period  to  1.09  in  the  post-board  period 
(Table  6-19) . 


LIVE  BROILER  PRICES 
A  THREE-PROVINCE  COMPARISON  OF  PRICES 
SEPTEMBER  1965- -AUGUST  1970 
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Manitoba  and  Ontario  prices  represent  farm  prices  and  Quebec  prices  are  plant  prices 


246 


Table  6-19 

WEEKLY  PRICE  DATA  FOR  BROILER  AND  RELEVANT 
STATISTICAL  ESTIMATES  OF  PRICE  STABILITY 
ONTARIO 
1961-69 


Producers ? 

Level 

Wholesale  Level 

Pre-Board 

Post-Board 

Post-Board 

Sample  Size 

170 

354 

343 

Maximum  (price) 

21  .0 

22.0 

42.0 

Minimum  (price) 

16.0 

16.0 

30.0 

Range 

5.0 

6.0 

12.0 

Mean  (price) 

18.51 

20.12 

36.8 

Var i ance 

1  .49 

1.19 

5.4 

Standard  Deviation 

1  .22 

1 .09 

2.3 

Mean  Deviation 

1.03 

0.86 

1  .9 

Median  (price) 

19.0 

20.0 

37.0 

Mode  (price) 

19.0 

20.0 

37.0 

Estimates  from  weekly  broiler  price  data. 

Source:  Canada  Department  of  Agriculture,  Poultry  Market 

Review  (Ottawa:  CDA,  1961-69). 
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After  supply  control  was  introduced,  broiler 
prices  averaged  well  above  the  pre-board  levels  (Figure 
6-12).  Estimates  show  that  the  average  range  between  the 
lowest  and  the  highest  prices  in  1967-70  was  2.3  cents, 
compared  with  6.3  cents  in  1959-62.  Estimates  of  standard 
deviation,  as  further  analyzed,  show  that  weekly  price 
changes  of  more  than  one  cent  declined  from  an  average  of 
four  cents  per  year  in  1959-62  to  an  average  of  one  cent 
per  year  in  1967-69. 1 

Effects  on  Margins 

Weekly  broiler  price  data  at  two  cities  were  used 
to  study  wholesale -to -producer  margins.  Figure  6-14  shows  the 
margins  for  1965-72  period.  Wide  fluctuations  in  margins 
can  be  seen  on  the  plot  of  weekly  price  data.  Though  the 
range  of  fluctuations  has  not  been  large  the  absolute  changes 
in  margins  can  be  evidenced  for  both  short  periods  as  well 
as  over  time.  In  very  few  instances,  short-run  stability 
could  be  maintained.  This  seems  tobe  a  normal  condition,  especi¬ 
ally  under  the  determining  interprovincial  flows  of  broilers 
from  Quebec  and  Manitoba  which  affected  the  weekly  prices.  Fi¬ 
gure  6-14  suggests  the  Board's  ineffectiveness  in  stabilizing 
the  margins  at  a  low  level. 

^uota  policies  of  the  board,  however,  had  their 
effect  in  keeping  the  producer  prices  at  a  higher  level. 

In  the  pre-board  period  the  average  producer’s  price  was 
18.51$  per  pound;  this  increased  to  20.12$  per  pound  in 
the  post-board  period.  This  increase  in  prices  of  broiler 
chickens  at  the  producer  level  in  Ontario  could  be  justi¬ 
fied  by  the  increasing  cost  of  broiler  production. 
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For  comparative  purposes,  the  Montreal  prices 
at  the  producer  and  wholesale  level  were  analyzed  and  mar¬ 
gins  were  estimated  between  these  two  levels.  Figure  6-15 
suggests  a  lesser  variation  in  the  margins  and  also  a  lower 
level  for  the  1963-72  period  compared  to  Ontario. 

A  similar  test  made  for  Manitoba  prices  at  Winnipeg  sug¬ 
gested  that  there  has  been  a  relatively  greater  degree  of 
success  in  reducing  fluctuations  in  margins  between  the 
whol esa le - to -producer  level,  even  though  the  margins  re¬ 
mained  high  (Figure  6-16). 

Effects  on  Income 

With  the  establishment  of  the  Ontario  Broiler 
Chicken  Producers’  Marketing  Board  in  April,  1966,  the 
number  of  birds  marketed  rose  from  47.9  million  in  1965 
to  50.8  million  in  1966.  Average  farm  prices  also  in¬ 
creased  from  18.6  cents  per  pound  (live  weight)  to  20.5 
cents  in  1966,  an  increase  of  almost  2  cents.  Consequent¬ 
ly,  there  was  a  rise  in  gross  income  from  $33  million  in 
1965  to  $39.6  million  in  1966,  an  increase  of  20  percent. 
Thus,  the  effect  of  the  quota  and  pricing  policies  of  the 
Board  had  been  to  create  a  substantial  rise  in  gross  income 
from  live  sales  within  a  year  of  the  Board's  operation. 

Further  incremental  behavior  of  gross  income  from 
broiler  sales  in  Ontario  can  be  witnessed  in  Table  6-20. 
During  the  total  five-year  period  of  the  Board's  operation, 
gross  income  from  broiler  sales  increased  from  $33.0  mil- 
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Table  6-20 

GROSS  INCOME  FROM  BROILER  SALES 
POST  BOARD  PERIOD 
ONTARIO 
] 959-72 


Year 

Gross  Farm  Income  from  Broilers 

$  Mi  1  1  ion 

1  ndex 

(1959=100) 

%  Change 

1959 

20.6 

1960 

20.8 

100.8 

+  1.0 

1961 

21  .3 

103.3 

+2.0 

1962 

26.2 

127.2 

+22.0 

1963 

29.2 

141.7 

+  12.0 

1964 

29.6 

143.6 

+2.0 

1965 

33.0 

160.2 

+  12.0 

1966 

38.5 

192.2 

+20.0 

1967 

43.1 

209.2 

+8.8 

1968 

46.4 

225.2 

+7.6 

1969 

49.3 

239.3 

+6.2 

1970 

51  .4 

249.5 

+4.3 

1971 

54.8 

266.0 

+6.2 

1972 

58.  1 

282.0 

+5.7 

Source:  Estimates  on  data  obtained  from  the  Ontario  Broil¬ 

er  Chicken  Producers'  Marketing  Board,  Annual  Re¬ 
ports  ,  1965-72. 
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lion  in  1965  to  $51.36  million  in  1970,  an  increase  of  55.7 
percent . 


Summary 

Broiler  chicken  has  been  the  largest  single  com¬ 
ponent  of  Ontario  poultry  marketing,  accounting  for  appro¬ 
ximately  67.1  percent  of  all  poultry  meats  produced  in 
Ontario  during  the  1965-70  period.  Average  annual  earn¬ 
ings  from  broilers  amounted  to  roughly  $50.0  million  in 
the  1960-70  period.  The  Ontario  broiler  industry  experi¬ 
enced  uncontrolled  expansion  in  production  during  the  early 
1960's  which  generated  price  and  income  instability  for 
broiler  growers  in  the  province.  Low  prices  in  1959-62 
caused  great  concern  to  the  producers  who  started  demanding 
effective  supply  controls.  This  led  to  the  creation  of 
the  Ontario  Chicken  Broiler  Producers'  Marketing  Board 
which  had  powers  to  issue  marketing  quotas  according  to  an 
approved  marketing  plan.  Quota  policies  have  been  in  use 
in  the  province  since  1965  and  have,  therefore,  generated 
effects  that  were  conducive  to  the  fulfillment  of  the 
Board's  objectives.  An  evaluation  of  these  effects  is 
summarized  as  follows: 

(1)  The  single  feature  of  the  Ontario  Broiler 
Marketing  Board  was  to  organize  production  to  equal  market 
demand  at  a  price  and  to  curb  corporate  takeover  of  the  broi¬ 
ler  industry.  This  was  linked  with  the  objective  of  discour¬ 
aging  the  formation  of  vertical  integration  in  the  broiler 
industry.  An  increase  in  vertical  integration  did  not 
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occur  in  the  Ontario  broiler  industry  after  the  quota 
system  was  set  up.  The  quota  transfer  policy  was  condu¬ 
cive  to  this  effect. 

(2)  Contrary  to  the  primary  broiler  sector, 
there  had  been  a  higher  degree  of  concentration  and  inte¬ 
gration  at  the  feed  manufacturing,  poultry  processing  and 
hatcheries  levels.  Primary  broiler  production,  however, 
was  also  fairly  concentrated  with  740  producers  producing 
over  35.0  percent  of  the  total  Canadian  broiler  supplies 
in  1970. 

(3)  With  quotas  being  attached  to  the  regis¬ 
tered  premises  and  entry  into  the  industry  being  restric¬ 
ted  a  tendency  for  the  capitalization  of  quota  rights 
into  the  value  of  real  estate  was  created.  The  incidence 
of  capitalization  could  be  imagined  to  have  reflected  in¬ 
creases  in  production  costs  and  possibly  higher  broiler 
prices . 

(4)  The  Ontario  Broiler  Chicken  Producers’ 
Marketing  Board  had  in  general  been  reasonably  successful 
in  stabilizing  the  supply  of  broiler  chickens  marketed  in 
Ontario.  WTith  slight  fluctuations,  though  the  number  of 
chickens  marketed  under  quota  increased,  the  industry  oper¬ 
ated  with  different  levels  of  excess  capacity  in  the  in¬ 
dustry  . 

Linked  with  the  supplies  of  broilers  the  coef¬ 
ficient  of  broiler  trade  position  showed  that  Ontario  was 


a  surplus  province  in  broilers  until  1968.  From  1969  on¬ 
ward  it  became  a  deficit  province  and  sustained  increas¬ 
ingly  large  excess  capacity  and  caused  persistent  unemploy¬ 
ment  of  a  considerable  proportion  of  the  resources  retained 
in  the  broiler  chicken  industry. 

(5)  list  i  mates  of  price  stability  for  the  pre- 
board  and  post -board  period  indicate  that  the  quota  poli¬ 
cies  of  the  Ontario  Broiler  Chicken  Marketing  Board  had 
been  successful  in  stabilizing  broiler  prices  at  the  pro¬ 
ducers'  level.  But  broiler  prices  averaged  well  over  the 
pre-board  period  after  the  commencement  of  the  quota  poli¬ 
cies. 

(6)  The  Ontario  broiler  industry  experienced 
wide  fluctuations  in  margins  after  the  implementation  of 
the  quota  policies  and  this  suggests  the  ineffectiveness  of 
the  Ontario  Broiler  Board  in  stabilizing  the  margins  at 

a  low  level.  This,  however,  could  be  attributed  to  the 
inflow  of  broiler  chickens  from  surplus  areas  like  Quebec. 
Compared  to  Ontario,  Quebec  and  Manitoba  both  showed  more 
stability  in  margins  between  producer  and  wholesale  broiler 
prices  . 

(7)  The  effect  of  the  Board's  quota  and  pricing 
policies  had  been  conducive  to  an  increase  in  gross  income 
from  live  sales  within  a  year  of  the  Board's  operation. 
During  the  total  five-year  period  of  the  Board's  operation, 
gross  income  from  broiler  sales  increased  from  $33.0  mil¬ 
lion  in  1965  to  $51.36  million  in  1970,  an  increase  of  55.7  percent. 


CHAPTER  VII 


CONCLUSIONS  AND  SUGGESTIONS 

Specific  Conclusions 

With  reference  to  the  study  objectives  and  the 
hypotheses  as  outlined  in  Chapter  I,  the  following  conclu¬ 
sions  have  been  drawn  from  the  research  and  the  analysis 
presented  in  this  thesis. 

Hypothesis  1:  Marketing  boards  in  Canada  evolved 
from  circumstances  that  were  generated  by  price  and  income 
problems  in  the  Canadian  agricultural  sector  during  the 
1920  T  s . 

Conclusion :  For  several  decades  before  the  ini¬ 

tiation  of  marketing  boards ,  agricultural  production  in 
Cana:da  was  characterized  by  wide  variations  in  yields  and 
output.  Small  changes  in  production  brought  about  dispro¬ 
portionately  large  changes  in  producers’  prices  and  incomes 
It  generated  an  unstable  situation  that  could  be  explained 
by  the  fact  that  most  Canadian  farm  products  were  price 
inelastic  and  a  rapid  increase  in  their  production  caused 
farm  prices  and  incomes  to  drop  rapidly.  It  made  the  bar¬ 
gaining  position  of  the  farmers  weak,  a  position  worsened 
by  the  existing  imperfect  competition  or  more  precisely, 
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oligopoly  (few  buyers)  and  monopsony  (one  buyer),  which 
farmers  faced  in  selling  their  output  in  products  markets. 
The  circumstances  so  generated  by  the  price  and  income  prob¬ 
lems  in  the  Canadian  agricultural  sector  led  to  the  estab¬ 
lishment  of  marketing  boards  during  the  late  1920's  and 
1930’ s. 

Hypothesis  2:  Canadian  farmers  asserted  the  need 
to  develop  an  agricultural  marketing  policy  embodying  some 
features  of  supply  management  in  order  to  achieve  an  en¬ 
hancement  of  the  countervailing  power  of  the  primary  pro¬ 
ducers  . 

Cone lus ion :  Before  the  establishment  of  an  or¬ 
ganization  to  employ  supply  management,  Canadian  farmers 
attempted  to  solve  their  price  and  income  problems  through 
limitation  of  various  voluntary  cooperatives  (as  early  as 
1890-1925).  They  sought  increased  selling  prices  through 
joint  action  of  various  kinds  and  thus  gave  rise  to  the 
formation  of  several  cooperatives.  Over  time,  farmers,  in 
their  attempts  to  secure  better  prices  and  increased  mar¬ 
keting  efficiency  through  cooperative  action,  found  that 
there  were  limits  to  what  could  be  accomplished  by  coopera¬ 
tives.  Experience  led  Canadian  farmers  to  conclude  that 
what  they  needed  was  an  agricultural  marketing  policy  (to 
be  implemented  through  an  enabling  legislation)  which  would 
permit  a  large  percentage  control  of  the  product.  Their 
actions  led  to  the  creation  of  producer-controlled  market¬ 
ing  boards  with  compulsory  powers  to  control  marketings  of 
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an  individual  farm  commodity.  The  evidence  and  the  analy¬ 
sis  in  the  study  indicated  that  the  creation  of  the  enab¬ 
ling  legislation  for  farm  products  under  which  the  various 
provincial  producers’  marketing  hoards  were  established 
helped  to  increase  the  countervailing  power  of  primary 
producers . 

Hypothesis  3:  Tn  addition  to  supply  management, 
vertical  integration  can  be  considered  as  an  alternate 
route  to  countervailing  power. 

Cone lus ion :  Despite  the  fact  that  the  vertically 
integrated  firms  could  also  enjoy  countervailing  power  and 
increase  their  monopoly  profits,  evidence  in  the  thesis 
suggests  that  the  farmers  preferred  the  concept  of  supply 
management  as  a  means  of  achieving  their  objective  of  inc¬ 
reasing  countervailing  power. 

Hypothesis  4 :  Quota  policies  have  stabilized 
prices  and  incomes  of  producers. 

Cone lus ion :  The  marketing  boards  have  succeed¬ 
ed  in  reducing  price  fluctuations  in  the  broiler  sector 
and  the  degree  of  price  stability  increased  at  the  pro¬ 
ducers'  level  after  the  implementation  of  quota  policies. 

A  similar  conclusion  is  valid  for  farmers'  income  levels. 

Price  stability  was  achieved  at  higher  producer 
prices.  In  a  cumulative  effect,  it  was  conducive  to 
higher  stability  and  improvement  in  broiler  growers' 
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The  principal  objective  of  raising  broiler  prices 
and  incomes,  along  with  desired  stability,  was  achieved 
through  the  introduction  of  a  practice  of  equitable  price 
treatment  which  ensured  identical  minimum  prices  to  produ¬ 
cers  of  the  same  quality  broilers. 

Hypothesis  5:  Prices  of  farm  products  delivered 
to  consumers  have  risen  through  the  "cost  of  production" 
effect  of  supply  or  marketing  quotas. 

Conclusion :  The  empirical  analysis  suggests 

that  the  marketing  quotas  as  issued  by  the  broiler  market¬ 
ing  boards  were  limited  in  number  and  an  implicit  price 
was  attached  to  them.  It  generated  "cost  effects"  in  the 
input  market  and  "price  effects"  in  the  product  market 
(under  implicit  capitalization  in  the  form  of  increased 
asset  values  associated  with  the  specific  broiler  enter¬ 
prise).  Since  minimum  producers’  prices  were  linked  with 
the  cost  of  production,  the  prices  of  farm  products  ulti¬ 
mately  delivered  to  the  consumers  rose  through  the  "cost 
of  production"  effect. 

Hypothesis  6:  A  change  in  the  trade  position 
coefficient  for  each  province  has  occurred  because  of  the 
direct  altering  of  production  and  supply  volumes. 

Conclusion :  Ever  since  broiler  marketing  quotas 
have  been  introduced  in  the  various  provinces,  the  distri¬ 
bution  of  market  shares  in  broiler  production  has  changed 
substantially.  This  has  resulted  in  an  increase  in  inter- 
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provincial  broiler  flows  as  a  result  of  some  provinces  that 
were  surplus  or  at  least  self-sufficient  earlier  becoming 
deficit  in  supplies  due  to  supply  restriction.  Quebec, 
with  no  marketing  quotas  during  the  period  covered  in  this 
study,  improved  its  market  share  and  remained  a  surplus 
province.  It  exported  broilers  as  far  away  as  British 
Columbia.  A  deficit  in  broiler  supplies  was  linked  with 
the  existence  of  excess  capacity  since  many  provinces  op¬ 
erated  much  below  their  basic  quota  levels  in  order  to  keep 
producers’  prices  and  income  at  a  higher  level. 

Hence,  the  evidence  and  the  empirical  estimates 
indicated  a  change  in  the  trade  position  coefficient  for 
each  province  as  a  result  of  the  direct  altering  of  produc¬ 
tion  and  supply  volumes. 

Hypot hesi s _ 7:  A  shift  in  margin  distribution 

between  primary  producers  and  wholesalers  has  occurred. 

Conclusion :  Evaluation  of  the  quota  policies 

with  respect  to  the  stability  achieved  in  margins  between 
the  producer  and  the  wholesaler  indicated  that,  although 
margins  stabilized  after  the  broiler  marketing  quotas  were 
established,  the  level  at  which  the  stability  was  achieved 
was  higher  in  the  postboard  period.  This  suggested  that 
the  wholesale  broiler  prices  remained  at  a  higher  level; 
however,  the  increased  margin  appeared  to  be  justified  by 
increasing  processing  and  storage  costs. 

Hypothesis  8:  Quota  policies  have  increased 
market  concentration  within  the  production  sector  but 
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have  reduced  takeover  of  primary  production  units  by 
non -farm  firms. 

Conclusion :  Quota  policies  of  the  broiler  mar¬ 

keting  boards  contributed  to  the  increased  concentration 
in  the  broiler  production  sector,  but  curbed  the  corporate 
takeover  through  placing  restrictions  on  the  ownership  and 
transfer  of  marketing  quotas.  The  extent  of  this  conclu¬ 
sion  varied  from  province  to  province,  depending  on  the 
nature  and  magnitude  of  the  quota  policies  used.  For  exam¬ 
ple,  in  Ontario,  where  the  transfer  of  quotas  or  market 
shares  could  only  go  to  the  producer  of  under  35,000  birds 
(considered  as  an  economically  viable  production  unit,  al¬ 
lowing  a  gross  sales  of  at  least  $100,000.00  each  year), 
the  success  through  the  quota  transfer  policy  has  been 
substantiated.  Also,  in  the  case  of  farm  sales,  a  per¬ 
son  or  corporation  already  owning  a  basic  quota  of  150,000 
could  not  get  any  further  market  shares.  This  has  been 
effective  in  stopping  non-farm  corporations  from  accumu¬ 
lating  farms  to  increase  their  feed  business.  It  also 
discouraged  the  farmer  to  be  forced  into  bankruptcy  if 
the  market  could  not  be  acquired.  Most  provinces  had  a 
similar  provision  in  their  transfer  policy. 

In  Quebec,  where  the  supply  management  was  de¬ 
layed,  large  quantities  of  broiler  production  got  into 
non-farm  firms'  hands.  This  was  patterned  on  the  United 
States'  experience  where  a  total  takeover  of  the  broiler 
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business  by  corporated  firms  occurred.  In  Quebec  the 
absence  of  supply  management  caused  broiler  production  to 
increase  by  40  percent.  Besides,  government  subsidies 
and  loans  to  broiler  growers  caused  the  broiler  production 
to  increase  and  storage  stocks  doubled  during  the  1968-70 
period.  Government  funds  were  used  to  bail  out  over  produc¬ 
tion  in  the  province.  The  Quebec  experience  caused  by  the 
absence  of  supply  management  seemed  to  create  serious  price 
and  income  problems.  These  problems  have  been  substantially 
improved  in  other  provinces  by  the  use  of  quota  policies. 

Hypothesis  9:  Marketing  and  production  quotas, 
as  used  by  various  marketing  boards,  have  restrictive  ef¬ 
fects  on  sectoral  growth. 

Cone lus ion :  Linked  with  the  policy  of  supply 
management,  the  broiler  industry  did  not  expand  rapidly.  A 
great  deal  of  excess  capacity  developed  within  the  exist¬ 
ing  production  resources  in  the  provinces.  The  restric¬ 
tive  effects  on  sectoral  growth  could  be  associated  with 
several  restrictions  that  were  attached  to  the  holding  and 
transfer  of  marketing  quotas  and  the  subsequent  increases 
in  production  costs.  The  increases  in  production  costs 
could  be  attributed  to  either  the  question  of  economies 
of  scale  which  could  not  be  achieved  because  of  the  upper 
limit  on  the  holding  of  marketing  quotas  or  marketing  quo¬ 
tas  acquiring  implicit  or  explicit  values. 
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General  Conclusions 

1.  Marketing  boards  in  Canada  constituted  a 
practical  technique  for  collective  bargaining.  This 
technique  had  substantial  appeal  to  an  industry  with 
producers  who  had  sold  their  products  to  a  few  relatively 
large  buyers.  The  central  objectives  of  marketing  boards 
were  to  increase  the  incomes  of  their  members  and  to  sta¬ 
bilize  the  supply  of  locally-produced  products.  If  one  or 
more  regions  that  were  important  producers  of  a  commodity 
did  not  participate  in  a  supply  management  program,  the 
remaining  regions  could  not  be  completely  successful  in 
controlling  the  supply. 

In  the  specific  case  of  broiler  chicken,  the 
Province  of  Quebec  did  not  have  a  supply  management  pro¬ 
gram  and  produced  about  40  percent  of  the  total  Canadian 
broiler  chicken  supplies.  It  made  Quebec  a  surplus  pro¬ 
vince  which  caused  substantial  interprovincial  movements 
of  broiler  chicken  in  Canada.  In  this  situation,  there 
were  serious  limitations  on  what  a  broiler  chicken  market¬ 
ing  board  could  accomplish  through  a  program  of  supply 
management.  Various  provinces  therefore  imposed  import 
restrictions  on  products  from  other  provinces  which  was 
not  a  realistic  approach. 

2.  The  appeal  of  a  supply  management  program 

as  used  by  broiler  chicken  marketing  boards  lay  not  only  in 
management  for  negotiating  purposes,  but  in  the  fact  that 
it  took  into  account  and  dealt  with  the  underlying  demand 
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and  supply  situation.  Quotas  on  market  sales  were  normally 
justified  on  the  grounds  that  the  last  marginal  output  was 
normally  surplus.  It  was  crucial  in  the  sense  that,  in 
view  of  the  inelasticity  of  demand  for  most  farm  products, 
this  surplus  substantially  affected  the  price  at  which  the 
total  supply  was  sold  in  the  market.  It  implied  that  if 
the  surplus  could  be  eliminated,  farm  incomes  could  be  im¬ 
proved.  The  effectiveness  of  bargaining  power  was  there¬ 
fore  dependent  on  the  ability  to  control  supply. 

3.  Marketing  boards,  using  supply  management 
as  a  technique  of  reducing  output  and  raising  prices  caused 
additional  income  that  accrued  to  the  owners  of  the  rights 
to  produce  and  sell  broiler  chicken  in  a  given  market. 

These  rights,  in  the  form  of  marketing  quotas,  then  ac¬ 
quired  capital  values  and  the  cost  of  production  rose.  The 
gain  accrued  almost  entirely  to  the  owner  of  the  quotas. 
From  the  point  of  view  of  the  ownership  of  the  resource 
to  which  the  quota  was  attached,  a  supply  management  pro¬ 
gram  had  the  result  of  providing  the  owner  with  a  tax-free 
capital  gain.  From  the  point  of  view  of  the  consumer,  the 
increased  quota  values  meant  higher  prices  and,  therefore, 
a  resultant  welfare  loss.  If  the  product  prices  became 
too  high,  the  availability  of  close  substitutes  limited 
the  amount  by  which  higher  prices  to  consumers  could  im¬ 
prove  prices  to  farmers.  Moreover,  when  consumers  paid 
higher  prices  for  the  regulated  product  as  a  result  of 
higher  quota  values,  they  spent  less  on  other  products. 
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Thus,  in  a  cumulative  order,  it  created  conflicts  among 
producers  and  marketers  of  these  products  for  which  the 
demand  was  implicitly  reduced. 

4.  The  creation  of  marketing  boards  had  effec¬ 
tively  organized  growers  into  a  quas i -monopoly  that  was 
explicitly  designed  to  increase  the  bargaining  power  of 
farmers  in  order  to  curb  any  excesses  in  the  conduct  and 
performance  of  large  integrated  firms.  However,  the  as¬ 
sumption  of  monopoly  control  did  raise  serious  questions 
regarding  the  pattern  of  behaviour  that  evolved  after  the 
board  had  resolved  the  initial  problems  of  over-production, 
low  prices  and  unsatisfactory  incomes. 

In  cases  where  there  was  inelastic  demand  for 
particular  farm  products,  the  concept  of  quotas  incited  a 
conflict  of  opinions  concerning  questions  with  broad  eco¬ 
nomic  implications.  Monopoly  pricing  by  the  marketing  boards 
raised  issues  about  i)  the  regressive  effects  on  consumers, 
ii)  the  incidence  of  capitalization  of  quota  rights  into 
the  value  of  unique  factors  such  as  real  estate,  and  iii) 
the  barriers  to  new  producers’  entry  into  the  industry.  A 
relevant  counter-question  is  whether  these  constituted  a 
valid  criticism  of  the  quota  policies  pursued  by  marketing 
boards . 

In  Canada,  it  had  been  a  common  experience  that 
any  net  return  from  production  tended  to  become  capitalized 
into  the  fixed  factor.  This  occurred  whether  the  increased 
returns  originated  from  the  early  adoption  of  new  techno- 
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logy,  from  buoyant  demand,  from  market  restraints,  or  from 
successful  sales  promotion,  etc.  Promotion  of  the  adoption 
of  technological  innovation  had  been  consistent  with  eco¬ 
nomic  growth  and  the  earnings  which  accrued  to  early  adop¬ 
ters  were  capitalized  into  a  unique  factor.  Thus,  capi¬ 
talization  has  remained  a  fact  of  life  and  it  was  not  spe¬ 
cial  to  the  quotas  used  by  the  marketing  boards.  However, 
the  criticism  that  capitalization  exerted  an  upward  pres¬ 
sure  on  production  costs  and  raised  the  level  of  the  mar¬ 
ket  price  of  the  regulated  products  needs  to  be  considered 
and  some  suggestions  to  solve  the  problem  are  required. 

To  offset  some  of  these  alleged  criticisms 
against  marketing  boards  and  to  provide  safeguards  for  the 
interest  of  those  affected  by  the  boards'  activities,  there 
are  already  certain  arrangements  in  the  regulations  and 
practices  of  these  boards.  Producers  are  protected  through 
their  rights  of  vote  in  establishing  a  marketing  scheme  and 
through  the  election  of  members  to  the  marketing  board. 
Also,  producers  can  demand  a  vote  on  the  question  of  re¬ 
voking  a  marketing  scheme  and  on  amendments  proposed  by  a 
marketing  board.  Further,  they  have  the  right  of  arbitra¬ 
tion  for  any  grievances  they  have.  Distributors,  manufac¬ 
turers,  and  processors  are  protected  through  representation 
on  the  joint  committees  permitted  under  the  marketing  le¬ 
gislations.  /These  committees,  in  principle,  can  advise 
on  matters  of  interest  to  all  parties  involved.  Consumers’ 
interest,  though  protected  through  the  committees,  needs 


further  protection  through  independent  advisory  committees 
consisting  of  representatives  from  all  groups  concerned. 
These  advisory  committees  would  have  the  duties  of  examin¬ 
ing  and  reporting  the  effects  of  marketing  schemes  on  con¬ 
sumers  and  of  considering  complaints  made  by  consumers. 

Suggestions 

Based  on  the  conclusions  summarized  in  the  pre¬ 
ceding  section,  the  following  policy  suggestions  are  made: 

(1)  Although  the  broiler  chicken  producers' 
marketing  boards  succeeded  in  achieving  price  stability  at 
the  producer  level,  the  level  of  broiler  prices  at  which 
this  stability  was  achieved  remained  higher  in  the  post¬ 
board  period.  In  cases  where  producers'  prices  were  too 
high  there  could  be  a  potential  danger  that  price  differ¬ 
ential  between  Canada  and  the  United  States  would  encourage 
broiler  imports  into  the  deficit  provinces.  With  a  price 
differential  of  more  than  8  to  10  cents  per  pound,  there 
was  a  likelihood  that  imports  would  endanger  the  success¬ 
ful  results  of  supply  management.  Despite  the  product 
differentiation  (Canadian  broiler  chicken  is  eviscerated 
while  the  U.S.  broiler  chicken  is  only  dressed  and  has  a 
yellow  skin) ,  trade  data  suggests  that  whenever  Canadian 
prices  were  higher  than  U.S.  prices  by  more  than  8  to  10 
cents  per  pound  (to  cover  the  12h  percent  tariff  on  live 
birds  and  2  cents  per  pound  on  broiler  meat  and  three  to 
five  cents  per  pound  cost  of  transportation  and  other 
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costs,  etc.),  there  were  substantial  imports  of  live 
birds  and  also  of  broiler  meat  into  the  Canadian  wholesale 
market.  Broiler  marketing  boards  should  therefore  take 
into  account  this  factor  in  fixing  their  minimum  broiler 
prices  to  producers. 

(2)  Related  to  the  question  of  producers'  mini¬ 
mum  prices  fixed  by  the  respective  provincial  marketing 
boards,  the  recent  evidence  suggested  some  discrepancy  in 
maintaining  a  uniform  "spread  after  feed  cost".  Miscal¬ 
culated  minimum  broiler  prices  fixed  by  the  marketing  boards 
could  defeat  the  objective  of  providing  a  stable  and  high 
income  to  broiler  growers. 

Wide  fluctuations  as  observed  in  the  estimate 
of  spread  between  broiler  prices  and  feed  cost  suggested 
a  lack  of  correspondence  between  the  weekly  broiler  prices 
and  the  feed  costs  at  the  producer  level.  Broiler  market¬ 
ing  boards  should  be  careful  in  fixing  the  minimum  prices 
and  should  attempt  to  keep  them  in  line  with  the  cost  of 
production.  If  prices  were  fixed  below  the  cost  levels, 
it  would  have  an  adverse  impact  on  the  broiler  growers' 
viability  from  "the  direct  loss  effect"  and  if  prices 
were  fixed  much  above  the  cost  levels,  it  would  generate 
higher  prices  in  the  sales  of  quotas  that  would  ultimately 
be  built  into  the  cost  of  production  structure  of  the  broil¬ 
er  industry.  The  future  cost  of  producing  broilers  would  be 
raised  and  that  would  be  damaging  to  the  competitive  posi¬ 
tion  of  the  industry. 
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It  is  imperative,  therefore,  that  the  broiler 
marketing  boards  devise  more  sophisticated  and  continu¬ 
ously  revised  estimates  of  the  cost  of  broiler  production 
in  each  province.  Cost  data  so  far  have  been  very  scarce 
and  also  arc  not  representative  of  the  various  categories 
of  broiler  producers  from  the  size  of  quota  point  of  view. 

(3)  Despite  a  remarkable  expansion  in  broiler 
production  during  1961-73  period,  the  broiler  industry  in 

i 

several  provinces  has  operated  with  substantial  excess  ca¬ 
pacity.  Efforts  of  marketing  boards  should  be  directed  to¬ 
ward  the  achievement  of  levels  of  broiler  production  with 
a  minimum  existence  of  excess  capacity.  Simultaneously , 
the  boards  should  be  more  instrumental  in  aggressively 
promoting  the  sale  and  distribution  of  broiler  chicken. 

New  marketing  and  distribution  channels  should  be  developed. 
Broiler  marketing  boards  should  attempt  to  produce  more 
effective  promotional  materials  in  coordination  with  the 
wholesalers,  retailers  and  other  commodity  groups  to  sti¬ 
mulate  interest  in  broiler  chicken  and  total  food  consump¬ 
tion. 

The  promotional  activities  of  broiler  marketing 
boards  should  not  be  confined  to  the  domestic  market  but 
rather  they  should  explore  opportunities  in  the  export  mar¬ 
kets  for  Canadian  broiler  chicken.  Canada  has  already 
exported  some  broiler  chicken  to  Cuba,  Bahamas,  various 
Latin  American  countries,  Japan  and  other  Pacific  areas, 
but  the  amount  of  exports  has  been  very  small  (less  than 
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1.0  percent  of  the  total  Canadian  broiler  production  in 
1970-73  period).  There  is  a  need  to  emphasize  the  explora¬ 
tion  of  export  markets  for  Canadian  broilers.  This  could 
now  be  effectively  done  by  the  individual  provincial  broiler 
marketing  boards  or  through  the  proposed  National  Broiler 
Marketing  Agency. 

So  far,  the  marketing  boards  have  left  the  pro¬ 
cessing  and  selling  of  broiler  chicken  to  the  normal  chan¬ 
nels  of  wholesale  trade.  Selling  requires  knowledge  of 
the  total  market  and  at  present  Canadian  broiler  marketing 
boards  lack  a  market -gat her ing  information  system  to  keep 
them  aware  of  the  markets  on  a  daily  basis,  if  not  on  an 
hourly  basis,  for  day-to-day  sales.  The  development  of 
this  kind  of  market  information,  being  the  prerequisite 
for  efficiency  in  the  market  system,  is  required.  The 
Alberta  and  Ontario  Hog  Marketing  Boards  have  developed 
an  efficient  information  system,  which  uses  a  "teletype 
price  reporting  mechanism".  It  can  provide  an  example  to 
the  various  provincial  broiler  boards  in  Canada.  The  broil¬ 
er  marketing  boards  should  start  developing  a  similar  in¬ 
formation  system  in  each  province  and  the  National  Broiler 
Marketing  Agency  should  cover  the  national  and  the  inter¬ 
national  markets. 

One  immediate  requirements  in  the  promotional 
activities  of  the  broiler  marketing  boards  should  be  to 
increase  the  variety  of  products  offering  broiler  chicken 
meat.  The  stereotype  cuts  should  be  substituted  with  more 
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forms  acceptable  to  consumers.  This  may  require  consumer 
preference  research,  both  in  Canada  and  abroad  in  export 
markets,  which  can  be  undertaken  by  coordinating  retailers, 
wholesalers  and  other  consumer -or i entcd  groups.  Consumer 
preferences  might  be  captured  if  more  broiler  chicken  flows 
into  ’’further  processing".  The  overall  broiler  industry 
would  have  benefited  if  the  provincial  broiler  marketing 
boards  concentrated  their  efforts  on:  a.  promotion,  b.  up¬ 
grading  of  quality,  and  c.  increasing  the  variety  of  pro¬ 
ducts  offering  broiler  chicken  meat  to  the  consumer. 

(4)  Although  the  quota  policies  of  the  provin¬ 
cial  broiler  marketing  boards  have  been  successful  in  con¬ 
trolling  the  takeover  of  broiler  production  by  the  non-farm 
firms,  evidence  suggests  that  the  level  of  concentration  in 
broiler  production  substantially  increased.  Despite  the 
factor  of  cost  economies  associated  with  large  scale  produc¬ 
tion,  it  cannot  be  justified  that  some  farms  or  firms  grew 
much  above  the  optimum  level  either  by  acquisition  of  exist¬ 
ing  quotas  or  purchase  of  new  quotas  as  issued  by  the  boards. 

It  seems  appropriate  to  suggest  that  the  respec¬ 
tive  broiler  marketing  boards  should  revise  their  maximum 
quota  limits  and  devise  the  policies  of  the  quota  transfer 
in  line  with  the  objective  of  achieving  an  optimum  size  of 
broiler  production  associated  with  each  quota  holder.  In 
the  case  of  quota  holders  above  the  average  size,  it  is 
important  to  exercise  some  kind  of  surveillance,  especially 
with  regard  to  practices  that  are  considered  injurious  to 
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the  industry  as  a  whole. 

(5)  Realizing  the  need  for  cost  data  in  agri¬ 
culture,  the  importance  of  detailed  cost  studies  in  broiler 
chicken  production  cannot  be  overemphasized.  To  date  the 
individual  marketing  boards  have  had  only  limited  cost  stu¬ 
dies  made,  and  these  do  not  represent  the  broiler  producers 
in  each  size  category.  Tt  is  important  that  the  respective 
provincial  marketing  boards  conduct  more  detailed  broiler 
chicken  production  cost  studies  and  they  must  analyze  these 
studies.  Also,  analysis  must  be  revised  more  often,  since 
several  cost  items  (especially  feed  costs)  change  often. 

This  additional  endeavour  would  assist  the  boards  in  their 
price-quantity  decisions  based  on  cost  of  production. 

(6)  The  quota  system  in  operation  assumes  that 
all  growers  raise  the  same  size  of  bird,  which  in  the  case 
of  a  national  plan  may  not  be  adequate.  Different  provinces 
demand  various  sized  birds.  For  example,  the  junior  broiler 
is  the  bird  in  demand  in  Saskatchewan,  ranging  in  size  from 
about  3.2  pounds  to  3.6  pounds.  The  existing  quota  system 
expressed  in  terms  of  birds  gives  a  definite  advantage  to 
the  grower  of  a- 4  pound  bird  as  this  is  the  bird  that  cre¬ 
ates  maximum  trouble  with  surplus  storage  stocks. 

Under  the  present  system,  a  man  can  grow  5,000 
more  pounds  of  product  on  a  heavy  bird  program  than  he  can 
on  a  junior  broiler  program.  The  problem  arises  from  the 
experience  that  everyone  wants  to  raise  that  bird  that  is 


the  least  in  demand.  It  can  be  recommended  that  the  quota 
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system  should  be  converted  to  pounds  per  cycle  instead  of 
birds  per  cycle.  To  give  an  example,  a  grower  whose  basic 
quota  is  10,000  birds  may  have  it  expressed  as  36,000  pounds 
if  the  average  bird's  weight  is  3.6  pounds. 

Converting  the  quota  system  from  a  bird  to  pound 
basis  would  make  pricing  differentials  necessary.  The  man 
who  grows  a  junior  broiler  can  do  just  as  well  financially 
as  the  man  growing  a  heavy  broiler.  It  would  allow  a  great 
measure  of  flexibility  in  the  planning  of  programs  between 
growers,  hatcheries  and  processors.  If  the  grower  and  pro¬ 
cessor  agree  that  a  4  pounds  bird  is  called  for  (and  as¬ 
suming  the  board  in  a  province  has  allowed  100  percent  pro¬ 
duction),  the  grower  can  raise  9,000  birds  to  make  the  total 
of  36,000  pounds.  However,  if  they  have  agreed  on  an  aver¬ 
age  of  only  3.3  pounds,  he  could  place  10,900  chicks. 

Experience  suggests  that  junior  broilers  (3.2 
pounds  to  3.6  pounds) are  more  in  demand  and  when  heavier 
birds  are  placed  on  the  market,  it  creates  stock  building. 
Quebec  with  no  supply  management,  had  a  tendency  to  pro¬ 
duce  heavier  birds  and  thus  created  problems  of  surplus 
broiler  chicken  in  the  form  of  storage  stocks.  This  situ¬ 
ation  can  be  improved  by  introducing  quotas  that  are  ex¬ 
pressed  in  terms  of  weight  rather  than  birds. 

(7)  If  steady  growth  of  the  Canadian  broiler 
industry  is  to  be  achieved  without  being  punctuated  by  vio¬ 
lent  setbacks  each  province  should  have  an  intelligent  for¬ 
ward  planning  program  linked  with  a  storage  program.  The 
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fundamental  problem  is  to  keep  supplies  in  line  with  de¬ 
mand  and  for  this  an  effective  market  intelligence  division 
is  necessary  to  develop  techniques  for  predicting,  with  rea¬ 
sonable  accuracy,  future  levels  of  supply  and  demand.  This 
division  should  be  created  in  the  National  Broiler  Market¬ 
ing  Agency  and  it  should  be  able  to  present  its  members 
with  a  reasonably  good  picture  of  supply  conditions  being 
able  to  predict  supply,  with  a  percent  accuracy,  at  least 
6-7  months  prior  to  the  time  the  broiler  chickens  are  mar¬ 
keted.  Techniques  for  such  accurate  prediction  of  demand 
have  not  yet  been  developed  in  Canada,  which  makes  the  for¬ 
ward  demand  predictions  educated  guesses.  This  situation 
becomes  complicated  because  of  the  increasing  dominance  of 
the  supermarket  system  of  retail  marketing.  This  seems  to 
result  in  retailers  administering  demand  for  broiler  chic¬ 
ken  rather  than  simply  reflecting  normal  consumer  demand 
patterns  to  the  broiler  chicken  growers. 

(8)  It  is  imperative  that  the  multiplier  effects 
of  inducing  poultry  (broiler  chicken)  processing  should  be 
well  recognized.  In  terms  of  an  input-output  analysis,  the 
author  has  estimated  the  overall  impact  (direct,  indirect 
and  induced)  of  generating  a  $1.0  million  increase  in  the 
final  demand  for  poultry  (broiler  chicken)  meat  in  Canada. 

It  is  estimated  that  $4,334  million  worth  of  economic  ac¬ 
tivity  will  be  generated  in  the  Canadian  economy  with  $1,435 
million  income  generated  in  the  lower  household  sector  in 
terms  of  wages  and  salaries,  supplementary  labour  income, 


net  income  of  incorporated  business  and  investment  income 
(Appendix  G) .  Tn  view  of  high  multiplier  effects,  it  is 
important  that  emphasis  should  be  given  to  the  processing 
of  broilers  in  areas  where  such  facilities  are  still  not 
well  developed. 

(9)  The  degree  of  success  of  supply  management 
practices  was  occasionally  hampered  by  the  i nt er prov inc ial 
flows  of  broiler  chicken.  Frequently,  import  restrictions 
were  initiated  by  various  provinces  with  a  view  of  safe¬ 
guarding  the  positive  effects  of  their  supply  management 
programs.  These  import  restrictions  created  several  un¬ 
desirable  effects  and  a  sharp  restriction  on  imports  was 
not  a  realistic  approach.  In  view  of  this  problem,  it  can 
be  suggested  that  the  proposed  National  Broiler  Chicken  Mar¬ 
keting  Agency  should  be  instituted  in  order  to  solve  the 
problems  generated  by  the  inter -provincial  movements  of 
broiler  chicken,  especially  from  Quebec. 

The  National  Broiler  Marketing  Agency  should  have 
the  following  objectives: 

(a)  To  provide  a  means  for  monitoring 
interprovincial  and  export  trade. 

(b)  To  provide  necessary  and  desirable  in¬ 
terprovincial  and  export  trade. 

(c)  To  provide  necessary  and  desirable 
inter -provinc ial  trade  on  a  competitive  basis. 

(d)  To  establish  outlets  for  surplus  pro¬ 
ducts  in  any  province  or  region  without  using  a  two-price 
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or  dumping  system. 

(e)  To  set  up  a  sales  organization  and  pric¬ 
ing  system  available  to  all  so  that  consumers  will  have  ac¬ 
cess  to  the  product  at  a  fair  and  competitive  price. 

(f)  To  establish  a  body  with  the  responsi¬ 
bility  of  locating  and  competing  for  export  markets. 

It  is  unwise,  however,  to  advocate  a  program  of 
supply  management  at  the  national  level  without  being  spe¬ 
cific  about  type  of  administration,  specific  technique  of 
control,  and  changes  that  would  be  made  in  the  revision 
of  market  shares  from  time  to  time.  It  is  imperative  to 
recognize  geographic  limitations  and  distortions  of  compara¬ 
tive  advantage  between  provinces  before  deciding  upon  the 
initial  as  well  as  the  revised  market  shares  for  broiler 
chicken.  Allocation  of  market  shares  should  be  made  in  a 
way  that  fully  considers  these  limitations  and  distortions. 
Intensive  empirical  research  is  required  to  ascertain  the 
nature  and  magnitude  of  these  limitations  and  distortions. 

(10)  While  some  safeguards  to  protect  the  in- 
terst  of  consumers  at  the  provincial  level  are  provided  in 
the  provincial  marketing  legislations,  it  is  important  to 
create  a  more  effective  control  at  the  national  level  on 
the  operation  of  the  National  Broiler  Chicken  Marketing 
Agency  through  an  independent  Committee  of  investigation 
with  the  duties  of  reporting  on  consumer  reports  and  on 
complaints  from  persons  other  than  consumers.  To  streng¬ 
then  the  work  of  this  committee  at  the  national  level, 
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independent  advisory  committees  should  be  appointed  in  each 
province.  These  committees  would  report  the  effects  of 
marketing  schemes  on  consumers  and  would  consider  comp¬ 
laints  made  by  consumers  and  other  groups. 

(11)  Thrc  is  a  need  to  develop  a  rather  sophis¬ 
ticated  and  comprehensive  stat its i teal  information  service 
both  at  the  provincial  and  national  levels.  Through  a 
computerized  reporting  system,  the  provincial  boards  and 
the  agency  should  be  able  to  provide  producers  with  data 
on  prices,  volume  marketed  and  the  expected  demand  in  com¬ 
ing  weeks.  In  addition  to  day-to-day  market  information, 
the  statistical  service  should  be  asked  to  carry  out  a  con¬ 
tinuous  survey  of  producers’  intentions,  consumers'  atti¬ 
tudes,  chick  placements  and  orders,  slaughterings,  sales  and 
prices  at  wholesale  and  retail  levels,  and  obtain  regular 
information  on  the  status  of  overseas  markets.  The  composite 
of  daily  reporting  and  survey  information  should  constitute 
the  basis  for  adjusting  daily  prices  (based  on  cost  of  pro¬ 
duction)  and  should  provide  information  to  be  used  at  weekly 
market  reviews  of  a  market  advisory  committee  (made  up  of 
members  of  the  board  and  representatives  of  other  elements 
of  the  industry  including  consumers). 
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APPENDIX  A 


SOME  IMPORTANT  HISTORICAL  SEQUENCES  IN  Till: 
DEVELOPMENT  OF  AGRICULTURAL  ORGANIZATIONS  IN  CANADA 


Earliest  record  of  an  organized  attempt  can  be 
traced  back  to  1815-16,  when  the  end  of  European  and  Ameri¬ 
can  wars  led  to  the  consequent  fall  in  farm  prosperity  in¬ 
duced  by  military  contracts  for  beef,  pork,  and  hay.  This, 
combined  with  crop  failures  and  an  influx  of  field  mice  in 
1815-16,  caused  the  beginning  of  agricultural  organizations 
in  Canada.  Some  of  the  most  important  organizations  can 
be  recorded  as  follows: 

Year  Particular  Development 

Pre -Conf ederat ion  Period 

1816  Agricola  and  the  Central  Board  of  Agriculture  in 

Nova  Scotia  designed  to  achieve  a  functional  rela¬ 
tionship  between  agriculture  and  the  commerce: 
these  were  designed  after  Dublin  Society  in  Ire¬ 
land,  the  Highland  and  Society  of  Scotland,  the 
British  Board  of  Agriculture,  and  agricultural  so¬ 
cieties  in  Germany,  France,  Italy  and  the  United 
States.  By  1824,  there  were  30  local  agricultural 
societies . 

1826  Continuation  of  Central  Board  charter  refused  by 

the  Nova  Scotia  Assembly.  New  Central  Board  of  Agri¬ 
culture  instituted  again  in  1841,  lasted  till  1885 
with  a  few  lapses  in  between. 

In  Lower  Canada,  various  district  agricultural  societies 
were  organized  on  the  same  pattern  as  the  Central  Board  of 
the  British  Kindgom. 

1831  District  agricultural  societies  of  Quebec  (Montreal 
and  Three  Rivers) . 

1834  Act  of  Lower  Canada  created  Quebec  Agricultural 

Society,  doing  missionary-type  work  in  agriculture. 
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oc  iety . 

1851  Legislation  to  create  hierarchy  of  agricultural  in¬ 
stitutions  with  balanced  coordination  in  both  Lower 
and  Upper  Canada. 

1856  New  Brunswick  faced  a  commercial  crisis  and  the  le¬ 
gislature  formed  a  committee  that  submitted  its 
recommendations . 

1860  On  the  recommendation  of  the  committee,  New  Bruns¬ 
wick  also  established  a  Central  Board  of  agriculture. 

Post -Confederation  Period 

The  British  North  America  Ac t - -Dominion  Government  shared 
concurrent  jurisdictions  with  provinces  over  agriculture. 
Provinces  left  in  charge  of  agricultural  societies  and 
boards  and  each  province  possessed  substantial  commercial 
functions . 

1867-  Dominion  agricultural  policy  concerned  chiefly  with 
1930  agricultural  commerce.  This  was  the  dawn  of  govern¬ 
ment’s  main  concern  and  involvement  in  the  marketing 
sector  for  Canadian  farm  products.  So  far,  main 
emphasis  of  organization  approach  was  with  reference 
to  production  and  credit  requirements. 

1872  Homestead  policy  instituted  and  intensified. 

1900  Farmers  began  to  form  cooperatives  for  marketing 
farm  products. 

1900-13  Province -wide  cooperative  elevator  cooperatives 

established  in  each  of  the  three  Prairie  Provinces; 
1913  Okanagan  United  Growers'  Cooperative. 

1917  United  Grain  Growers  by  amalgamation  of  these  co¬ 
operative  elevator  companies. 

Post-War  Period 


1916-24  Extensive  failure  of  cooperatives  due  to  low  agri¬ 
cultural  prices  . 


1923  Okanagan  United  Crain  Growers'  Cooperative  reorgan¬ 
ized  into  a  large  selling  cooperative. 

1925  Three  large  grain  pools  handling  about  half  of 
prairie  grains  were  instituted. 

Failure  of  cooperatives  led  to  interest  in  come  compul¬ 
sory  marketing  organizations. 

1927  First  British  Columbia  Producer  Marketing  Board. 
Depression  Per i od 

1931  The  Marketing  Act  authorizing  the  creation  of  market¬ 
ing  boards  in  B.C.  was  declared  unconstitutional 
because:  (1)  Province  cannot  regulate  interprovin¬ 

cial  trade.  It  was  Dominion  Government  jurisdic¬ 
tion,  (2)  Levy  imposed  by  B.C.  Marketing  Act  was  an 
indirect  tax  on  producer. 

1934  Depression  worsened  farmers'  condition  and  they 

pressed  the  Federal  Government  to  enact  some  legis¬ 
lation  for  orderly  marketing  of  Canadian  farm  pro¬ 
ducts.  The  Natural  Products  Marketing  Act  (Canada 
1934)  was  passed  in  1934  and  instituted  the  Dominion 
Marketing  Board.  This  remained  briefly  in  existence. 
Based  largely  on  patterns  of  Australian  and  British 
marketing  boards. 

By  1935  twenty-two  marketing  schemes  recommended  to 
the  Govcrnors-in-Counc.il  of  B.C.  ,  Ontario  and  Nova 
Scotia. 

1935-36  While  these  schemes  were  considered,  the  Supreme 
Court  of  Canada  declared  the  Marketing  Act  as  ultra 
vires . 

1937  Ontario  and  New  Brunswick  followed  B.C.  and  had  their 
own  Marketing  Acts. 

1938  Chamber  of  Agriculture  recommended  that  each  pro¬ 
vince  pass  an  act  of  its  own  and  that  the  Dominion 
Government  pass  enabling  legislation  that  would  al¬ 
low  for  the  control  of  interprovincial  and  interna¬ 
tional  trade. 

By  1940  all  provinces,  except  Quebec,  have  enacted 
some  form  of  enabling  legislation  for  the  marketing 
of  farm  products. 

Canadian  Federation  of  Agriculture  again  approached 
the  Federal  Government  to  enact  some  Federal  legislation; 
drafted  out  and  presented  a  short  bill  for  the  government's 
approval . 


By  this  time  war  broke  out  and  invocation  of  the 
War  Measures  Act  gave  the  Federal  Government  power  to 
regulate  and  control  the  farm  products.  This  power  was 
even  greater  in  scope  than  that  envisaged  in  proposed  mar¬ 
keting  legislation. 

Post-War  Period 


1945  At  the  end  of  the  war,  government  invited  represen¬ 
tatives  of  farmers'  organization  to  draft  a  short 
bill  for  submission  to  Parliament. 

1949  Out  of  these  deliberations  emerged  an  Agricultural 
Products  Marketing  Act  of  Canada  (APMA) ,  granting 
to  provincial  boards  powers  in  interprovincial  and 
export  trade. 

1957  Amendment  in  APMA  allowing  a  delegation  of  author¬ 
ity  to  raise  levies  on  a  provincial  basis. 

Therefore,  provinces  got  authority  from  the  Federal 
Government  to  institute  provincial  marketing  boards  and 
thus  there  evolved  a  combination  of  Federal  legislation 
and  Provincial  legislation. 

1971-72  C-176  Bill  to  establish  a  National  Marketing 

Counc il  . 


Sources:  Vernon  G.  Fowke,  Canadian  hgrteul fcurai  Polley-- 
The  Historical  Pattern  (Toronto:  University  of 
Toronto  Press,  1946),  Chs.  4,  5,  6  6  9. 


W.  T.  Easterbrook  and  H.  G.  J.  Aitken,  Canadian 
Economic  History  (Toronto:  The  MacMillan  Co., 
1956) ,  Chs.  8-16. 


FEDERAL  LEGISLATION 

AGRICULTURAL  PRODUCTS  MARKETING  ACT  OF  CANADA  1949 
(Non-Administrative  Body) 

And  Subsequent  Dates  of  the  Inception  of  Provincial  Marketing  Legislation 
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APPENDIX  C 


Till!  FARM  PRODUCTS  MARK  ITT  NG  AGENC  IPS  ACT,  1972 

An  Act  to  establ  ish  the  National  Farm  Products 
Marketing  Council  and  to  authorize  the  establishment  of 
national  marketing  agencies  for  farm  products. 

(Assented  to  12th  January,  1972) 

Her  Majesty,  by  and  with  the  advice  and  consent  of  the 
Senate  and  House  of  Commons  of  Canada,  enacts  as  follows: 


SHORT  TITLE 

Short  Title 

1.  This  Act  may  be  cited  as  the  Farm  Pro¬ 
ducts  Marketing  Agencies  Act. 

INTERPRETATION 

Definitions 

2  .  In  this  Act, 

''Agency" 

(a)  "agency"  means  an  agency  established 
pursuant  to  subsection  (1)  of  Section  17; 

"Counc il " 

(b)  "Council"  means  the  National  Farm 
Products  Marketing  Council  established 
by  Section  3; 

"Farm 

Product" 

(c)  "Farm  product"  for  the  purpose  of 

Part  I,  means  any  natural  product  of  agri¬ 
culture  and  any  part  of  any  such  product 
and,  for  the  purpose  of  the  other  provi¬ 
sions  of  this  Act,  means 

(i)  eggs,  and  poultry,  and  any  part  of 
any  such  product,  and 

(ii)  any  other  natural  product  of  agri¬ 
culture  and  any  part  of  any  such 
product  in  respect  of  which  the 
Governor -in-Council  is  satisfied, 

2  92 
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"Marke t ing " 


"Market ing 
Plan" 


as  a  result  of  declarations  by 
provincial  governments  following 
plebiscites,  or  otherwise,  that 
the  majority  of  the  producers 
thereof  in  Canada  is  in  favour  of 
the  establishment  of  an  agency  un¬ 
der  Section  17  with  powers  relat¬ 
ing  to  that  product; 

(d)  "Marketing",  in  relation  to  any  farm 
product  that  is  not  a  regulated  product, 
includes  selling  and  offering  for  sale  and 
buying,  pricing,  assembling,  packing,  pro¬ 
cessing,  transporting,  storing  and  any 
other  act  necessary  to  prepare  the  product 
in  a  form  or  to  make  it  available  at  a 
place  and  time  for  purchase  for  consumption 
or  use,  and  in  relation  to  a  regulated  pro¬ 
duct,  includes  only  such  of  the  above  acts 
as  are  specified  in  the  marketing  plan  re¬ 
lating  to  the  regulated  product; 

(e)  "Marketing  plan"  means  a  plan  relating 
to  the  promotion,  regulation  and  control 

of  the  marketing  of  any  regulated  product 
in  interprovincial  or  export  trade  that  in¬ 
cludes  provision  for  all  or  any  of  the  fol¬ 
lowing  : 

(i)  the  determination  of  those  engaged 
in  the  growing  or  production  of  the  re¬ 
gulated  product  for  interprovincial  or 
export  trade  and  the  exemption  of  any 
class  of  persons  so  engaged  from  the 
marketing  plan  or  any  aspect  thereof; 

(ii)  the  specification  of  those  acts 
that  constitute  the  marketing  of  the 
regulated  product  and  of  those  persons 
engaged  in  its  marketing,  as  so  speci¬ 
fied,  in  interprovincial  or  export 
trade,  and  for  the  exemption  of  any  class 
of  persons  so  engaged  from  the  marketing 
plan  or  any  aspect  thereof; 

(iii)  the  marketing  of  the  regulated  pro¬ 
duct  on  a  basis  that  enables  the  agency 
that  is  implementing  the  plan  to  fix  and 
determine  the  quantity,  if  any,  in  which 
the  regulated  product  or  any  variety, 
class  or  grade,  thereof  may  be  marketed 

in  interprovincial  or  export  trade  by 
each  person  engaged  in  such  marketing 
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"Minister” 

"Regulated 

Product" 


thereof  and  by  all  persons  so  engaged, 
and  the  price,  time  and  place  at  which 
the  regulated  product  or  any  variety, 
class  or  grade  thereof  may  be  so  mar¬ 
keted  ; 

(iv)  the  pooling  of  receipts  from  the 
marketing  of  the  regulated  product  or 
any  variety,  class  or  grade  thereof  in 
interprovincial  or  export  trade  and 

the  operation  of  pool  accounts  including 
provision  for  a  system  of  initial,  in¬ 
terim  and  final  payments  to  producers 
and  deduction  from  the  pool  of  the  ex¬ 
penses  of  the  operation  thereof; 

(v)  a  system  for  licensing  of  persons 
engaged  in  the  growing  or  production  of 
the  regulated  product  for,  or  the  mar¬ 
keting  thereof  in,  interprovincial  or 
export  trade,  including  provision  for 
fees,  other  than  fees  related  to  the 
right  to  grow  the  regulated  product, 
payable  to  the  appropriate  agency  by 
any  such  person  in  respect  of  any  li¬ 
cence  issued  to  him  and  for  the  cancel¬ 
lation  or  suspension  of  any  such  licence 
where  a  term  or  condition  thereof  is  not 
complied  with;  and 

(vi)  the  imposition  and  collection  by 
the  appropriate  agency  of  levies  or 
charges  from  persons  engaged  in  the  growing 
or  production  of  the  regulated  product  or 
the  marketing  thereof  and  for  such  pur¬ 
poses  classifying  those  persons  into 
groups  and  specify  the  levies  or  charges, 
if  any,  payable  by  the  members  of  each 
such  group; 

(f)  "Minister"  means  the  Minister  of  Agri¬ 
culture;  and 

(g)  "regulated  product"  means  any  farm 

product  to  the  extent  that  it  is  grown  or 

produced , 

(i)  anywhere  in  Canada,  if  an  agency 
is  authorized  to  exercise  its  powers  in 
relation  to  any  such  product  grown  or 
produced  in  Canada,  or 
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(ii)  in  any  region  of  Canada  designated 
in  the  proclamation  that  authorizes  an 
agency  to  exercise  its  powers  in  rela¬ 
tion  to  any  such  product  grown  or  pro¬ 
duced  in  that  region,  or  in  any  such 
region  and  anywhere  in  Canada  outside 
that  region  for  shipment  into  that  region 
in  int er provi nc ial  trade  and  not  for  ex¬ 
port,  where  the  proclamation  that  auth¬ 
orizes  the  agency  to  exercise  its  powers 
in  rclat  ion  to  such  product  so  provides. 


APPENDIX  D 


THE  ONTARIO  BROILER  CHICKEN  PRODUCERS'  MARKETING  BOARD 
POLICY  STATEMENT  NO.  15 
RE:  OWNERSHIP  OF  QUOTAS 


(1)  It  is  the  present  policy  of  the  Board  to  allot  the 
basic  and  marketing  quotas  for  any  crop  of  broiler 
chickens  to  the  person  who  is  the  owner  of  a  regis¬ 
tered  building  and  the  land  on  which  it  is  erected 
(Hereinafter  referred  to  as  "the  registered  premises”) 
in  respect  of  which  the  quotas  arc  allotted. 

(2)  When  the  registered  premises  arc  sold,  the  Board  pro¬ 
poses  to  allot  the  basic  and  marketing  quotas  for  the 
growing  of  broiler  chickens  allotted  next  following 
the  completion  of  the  sale  to  the  next  owner. 

(3)  In  the  case  of  the  transfer  of  ownership  of  the  re¬ 
gistered  premises,  the  new  owner  must  complete  and 
sign  an  application  in  writing  for  the  allotment  of 
the  quotas  on  a  form  approved  by  the  Board  and  must 
file  with  the  Board  evidence  of  ownership,  in  the 
form  of  a  registered  deed,  an  agreement  for  sale,  a 
final  order  of  foreclosure  or  Letters  Probate  of  the 
will  of  a  deceased  owner  of  the  registered  premises, 
duly  registered  in  the  Registry  Office  or  filed  in 
the  Land  Titles  Office  of  the  county  or  district  in 
which  the  premises  are  situated. 

(4)  In  the  case  of  a  lease  of  the  registered  premises, 
both  the  owner  and  the  lessee  must  complete  and  sign 
an  application  in  writing  for  the  allotment  of  a  mar¬ 
keting  quota  on  a  form  approved  by  the  Board  and  must 
file  with  the  Board  a  duplicate  original  of  the  Lease. 

(5)  Upon  the  termination  of  the  lease  of  the  registered 
premises,  the  Board  proposes  to  allot  the  basic  and 
marketing  quotas  for  the  crop  of  broiler  chickens 
allotted  next  following  the  termination  of  the  lease 
to  the  owner  of  the  registered  premises,  unless  both 
the  owner  and  the  lessee  complete  and  sign  an  appli- 
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cation  in  writing  on  a  form  approved  by  the  Board 
to  allot  the  quotas  to  the  lessee  and  file  with  the 
Board  a  duplicate  original  of  a  renewal  of  the  lease. 

(6)  Where  a  transfer  of  ownership  or  a  lease  of  the  re¬ 
gistered  premises  is  completed  after  the  basic  and 
marketing  quotas  for  any  crop  of  broiler  chickens  have 
been  allotted  by  the  Board  and  it  is  intended  that 

the  crop  be  marketed  by  the  new  owner  of  the  lessee, 
both  the  former  owner  and  the  new  owner  of  the  re¬ 
gistered  premises  in  the  case  of  a  transfer  of  owner¬ 
ship,  and  the  owner  and  the  lessee  of  the  premises  in 
the  case  of  a  lease,  must  complete  and  sign  an  appli¬ 
cation  for  the  transfer  of  the  quotas  on  a  form  ap¬ 
proved  by  the  Board. 

(7)  Where  the  owner  of  the  registered  premises  is  pre¬ 
vented  from  continuing  to  produce  broiler  chickens 
in  a  building  in  respect  of  which  the  quotas  were 
allotted  by  reason  of  the  destruction  of  the  building 
by  fire,  lightning  or  tempest,  the  owner  of  the  re¬ 
gistered  premises  may  complete  and  sign  an  applica¬ 
tion  in  writing  on  a  form  approved  by  the  Board  for 
the  allotment  of  the  quotas  in  respect  of  a  new  build¬ 
ing  and  the  Board  may  allow  the  quotas  in  respect  of 
the  new  building  on  condition  that  no  quotas  will 
thereafter  be  allotted  in  respect  of  the  destroyed 
build ing . 

(8)  Where  the  owner  of  a  registered  premises  is  pre¬ 
vented  from  continuing  to  produce  broiler  chickens 
in  building  in  respect  of  which  the  quotas  were  al¬ 
lotted  by  reason  of  valid  legislative  prohibition  on 
the  expropriation  of  the  building,  the  owner  may  com¬ 
plete  and  sign  an  application  in  writing  on  a  form  ap¬ 
proved  by  the  Board  for  the  allotment  of  the  quotas  in 
respect  of  a  new  building  on  a  different  parcel  of 
land  . 

(9)  The  forms  of  application  referred  to  in  paragraphs 
4,  5,  6,  7,  8  in  this  Policy  Statement  will  be  fur¬ 
nished  by  the  Board  to  any  applicant  on  request. 

(10)  Where  the  Board  has  allotted  basic  and  marketing 
quotas  to  the  same  allottee  in  respect  of  two  or 
more  buildings,  the  allottee  may  produce  his  market¬ 
ing  quotas  in  any  or  all  of  the  buildings  so  long  as 
he  is  the  owner  or  the  lessee  of  the  buildings. 


APPENDIX  F, 


CONCENTRATION  AND  ITS  MEASUREMENT:  SOME 
THEORETICAL  CONSIDERATIONS 


Tendencies  towards  an  increasing  degree  of  con¬ 
centration  have  attracted  vast  attention  on  the  part  of 
economists.  Consequently,  many  different  measures  have 
been  suggested  in  order  to  measure  concentration  over  time. 
Some  of  the  most  commonly  used  methods  and  models  are  sto¬ 
chastic  models  of  changes  in  industrial  structure,  compris¬ 
ing  analytical  models  and  simulation  models.  As  techniques, 
however,  the  most  frequently  used  measures  are:  (1)  arith¬ 

metic  mean,  (2)  variance,  (3)  concentration  ratios,  includ¬ 
ing  the  computation  of  the  joint  market  share  of  the  n 
largest  firms,  (4)  related  to  the  concentration  curves, 
the  Lorenz  curve,  which,  unlike  the  concentration  ratio, 
takes  the  distribution  of  all  firms  into  account,  (5) 
Herfindahl's  index,  consisting  of  the  sum  of  the  squared 
market  shares  (Pi)  of  all  firms  and  may  be  expressed  as 
f ol lows : 


N 

HH  =  l  P?  0  <  HH  <  1  (E-l) 

i=i 

The  limiting  values  of  both  Toreny  ratio  and  Herfindahl's 
index  are  0  and  1,  (6)  Hall  and  Tideman  Index  being  closely 

related  to  Herfindahl's.  Hall  and  Tideman  (HT)  can  be  ex¬ 
pressed  in  the  following  way: 

N 

HT  =  1/(2  l  i  P.-l)  0  <  HT  <  1  (E-2) 

i=  l 

(7)  Entropy  was  first  used  in  physics  and  was  subsequently 
suggested  for  measuring  business  concentration.  It  is  for¬ 
mulated  as: 


N 

II  =  l  P.  log2  Pi  where  the  limiting  values  are 
i=  l  1 
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zero  and  log2N.  Zero  implies  a  monopoly  situation  and 
log2N  implies  that  all  firms  have  the  same  market  share. 
(8)  For  a  small  population,  the  use  of  Horowitz  and  Horo¬ 
witz  is  suggested.  It  is  expressed  as: 


HR  =  II  (Log2N)  ,  the  limiting  values  again  being 

0  and  1  . 

Analytical  Models 

Beside  these  measures,  analytical  and  simulation 
models  can  be  used.  Analytical  models  may  use  either  the 
discreet  size  or  continuous  size.  Simon  and  Bonini1  deal 
with  a  population  of  firms  arranged  in  size  classes.  This 
model  assumes  that:  (1)  the  law  of  proportionate  effect 

is  valid,  and  (2)  new  firms  are  born  at  a  relatively  con¬ 
stant  rate  in  the  lowest  size  class.  Given  these  assump¬ 
tions,  Simon  shows  that  the  process  moves  towards  a  steady 
state.  The  distribution  of  firms  in  this  state  can  be  ap¬ 
proximated  by  a  distribution  referred  to  as  Yule  distru- 
bution.  The  function  of  this  distribution  can  be  expressed 
as : 


f(S)  =  CB(S,  e  +  1)  (E-3) 


where : 

S  =  firm  size  (S~0), 
e  =  parameter, 

C  =  normalizing  constant. 

$(S,  e+1)  is  the  beta  function  of  S  and  (e  +  1) 
can  be  wr i tten  as : 

1  s-i 

I  X  (1-A)  d  ( E - 4 ) 


1C.  P.  Bonini,  Simulation  of  Information  and 
Decision  Systems  in  the  Firm  (Englewood  Cliffs,  N.J.  : 
Prentice  Hall,  1963);  and  H.  A.  Simon,  '’Comment :  Firm  Size 
and  Rate  of  Growth,"  Journal  of  Political  Economy ,  72 
(February,  1964) . 


and  parameter  e  may  be  defined  as: 


e  =  1/ (1  -  A  )  | 

where : 

g/G  taking  values  between  zero  and  one, 

g  =  the  net  contribution  of  entering  firms, 

i.c.,  sizes  of  entering  firms  minus  sizes 
of  firms  that  exist, 

G  =  the  net  growth  of  all  firms. 

Similarly,  models  using  continuous  size  can  be 
reviewed.  These  models  produce  a  distribution  that  is  fre¬ 
quently  used  in  describing  size  distribution,  known  as  the 
"log  normal  distribution."1 *  As  such>  the  change  in  size 
between  two  periods  may  be  written  as: 


(St  -  St-d/St-!  ■  et  <E-5) 

where : 

S^.  =  the  size  of  a  firm  at  time  t, 
e^  =  a  random  variable. 

Summing  over  T  time  periods  we  obtain: 

I  (S  -  s  )/S  =  I  e  (E-6) 

t=l  1  1  t=i 

One  of  the  consequences  of  this  model  is  that  the 
variance  increases  steadily  over  time,  which  means  an  in¬ 
creasing  degree  of  concentration  over  time. 

Using  these  models,  predictions  may  be  made  about 
industrial  structure  at  specific  points  of  time. 


1This  means  that  the  logarithm  of  values  are 

normally  distributed. 


Simulation  Models  with  Descreet  Size 


Two  processes  arc  involved.  The  sizes  of  firms 
and  exits  out  of  the  population  are  determined  by  a  transi¬ 
tion  matrix.  Entries,  however,  are  governed  by  a  mechanism 
of  their  own.  The  basic  method  for  estimation  in  this  con¬ 
text  is  to  proceed  as  follows: 

1.  The  number  of  firms  during  the  observation 
period  is  recorded. 

2.  The  estimate  of  the  probability  that  the 
firms  enter  is  expressed  as: 

T 

P(ra)  =  [  b  /T  (E-7) 

t=l 


where : 


b^  =  1 ,  if  m  firms  enter  during  period  t,  other¬ 
wise  =  0 , 


T  =  period  of  estimation. 


3.  The  probability  that  one  of  the  entering 
firms  will  go  into  the  Jth  class  is  thus  expressed  as: 


T 

l 

t  =  i 


nc 


Jt 


/  l 


J=i  t=i 


\Jt 


(E-8) 


where : 


At  =  the  number  of  new  firms  entering  the  Jth 
class  in  period  t , 

nc  =  the  number  of  classes.* 1 


Another  short  method  is  as  follows: 

(i)  Observe  the  number  of  entering  firms  during 
the  observation  period. 

(ii)  Determine  the  range  of  entries,  i.e.,  the 
largest  number  of  entries  minus  the  smallest  number  of  en¬ 
tries. 

(iii)  Regard  all  events  within  the  range  as  equally 
probable . 

(iv)  Probability  that  m  firm  enters  is  then 
p(m)-l/Q+l  where  Q  is  the  range  of  the  number  of  entries. 

In  this  way,  the  number  of  firms  to  enter  is  determined 
from  a  uniform  distribution. 
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Simulation  Models  with  Continuous  Size1 


These  models  contain  three  basic  components: 

1.  A  mechanism  determining  changes  in  size. 

2.  An  exit  mechanism. 

3.  An  entry  mechanism. 

Differentiating  it  from  the  discreet  model,  one  more  me¬ 
chanism  is  addcd--the  exit  mechanism.  In  the  discreet 
model  this  was  included  in  the  transition  process,  here  it 
is  a  process  in  itself. 

There  are  two  main  assumptions  in  the  model: 

1.  All  firms  are  influenced  by  the  same  mechan¬ 
ism,  and 


2, 

are  constant 


The  mechanisms 
over  time. 


(law  of  proportionate  effect) 


Now  the  mechanism  determining  changes  in  size  is 
a  distribution  which  expresses  the  probability  of  a  certain 
relative  change  during  one  year.  Under  the  validity  of 
assumption  2,  the  distribution  is  expected  to  have  normal 
shape . 

The  next  mechanism,  as  introduced  here,  is  simi¬ 
lar  to  the  entry  mechanism.  It  contains  one  distribution 
determining  the  number  of  firms  to  exit  and  one  distri¬ 
bution  which  determines  their  sizes.  The  entry  mechanism 
also  contains  two  probability  distributions:  (1)  a  distri¬ 
bution  showing  the  probability  of  a  certain  number  of  firms 
entering,  and  (2)  a  distribution  expressing  the  probabi¬ 
lity  that  an  entering  firm  will  be  of  a  certain  size.  The 
estimation  procedure  can  be  outlined  as  follows: 


•  Pg 


Wt 

I 


t  =  i  i=i 


A .  /  l 

Ttg  t=l 


(E-9) 


lA  model  using  discrete  size  uses  only  a  rough 
measure  of  size,  some  information  on  size  being  left  out 
In  some  cases  more  complete  information  on  firm  sizes  in 
the  distribution  may  be  desirable.  In  these  instances, 
a  simulation  model  using  continuous  size  can  be  used. 


where : 


Pg  =  the  probability  of  a  change  in  size  by 
g  percent, 

=  1,  if  the  largest  integer  value  (G.^  + 

0-5)  =  g,  otherwise,  =  0. 

=  the  change  in  size  occurring  in  firm  i 
during  per iod  t , 

=  the  number  of  firms  in  period  t, 

T  =  the  period  of  estimation. 

The  probability  that  an  existing  firm  will  have 
size  S  will  be  estimated  as: 

P*(S)  =  j J  ct(S)J/|tf  dtj  (E'10) 

where : 


P*  (S)  =  the  probability  that  a  firm  which  exists 
will  have  size  S, 

C^.(S)  =  1,  if  a  firm  of  size  S  exits  in  period 
t  ,  otherwise  =  0 , 

d^  =  the  number  of  firms  that  exit  in  period  t. 

Similarly,  the  probability  that  an  entering  firm  will  have 
size  S  can  be  estimated  as  follows: 

T  T 

R*(S)  =  l  ht  (S)  /  l  q  (R-ll) 

t=l  t=l 


where : 


R*(S)  =  the  probability  that  an  entering  firm 
will  have  size  S, 

h  (S)  =1,  if  a  firm  of  size  S  enters  in  period 
t,  otherwise  =  0, 

=  the  number  of  firms  entering  in  period  t. 


APPEND  I  X  T 


ALLOCATION  OF  MARKETING  QUOTAS 
ALBERTA  BROILER  GROWERS'  MARKETING  BOARD 


Dates 

Quotas 

Sept.  6/66 

Effective 

Nov.  28/66 

901 

Nov.  4/66 

If 

Feb.  11/67 

1001 

Jan.  30/67 

ff 

Feb.  27/67 

1051 

Mar.  21/67 

If 

Apr.  17/67 

1101 

June  8/67 

ft 

July  3/67 

951 

July  25/67 

Vf 

Aug.  28/67 

801 

Oct.  31/67 

continued 

801 

Dec.  22/67 

Effective 

Jan.  29/68 

901 

Feb.  19/68 

VI 

Mar.  18/68 

1001 

Apr.  1/68 

Apr.  22/68 

1051 

June  4/68 

If 

July  1/68 

951 

June  26/68 

If 

July  29/68 

901 

Aug.  6/68 

If 

Sept.  2/68 

801 

Oct.  23/68 

Vf 

Nov.  18/68 

901 

Dec.  11/68 

ft 

Jan.  6/69 

1001 

Mar.  25/69 

" 

Apr.  21/69 

1001 

July  3/69 

ff 

July  28/69 

1001 

Sept.  3/69 

ff 

Sept. 25/69 

851 

Oct.  29/69 

If 

Nov.  24/69 

1001 

Jan.  21/70 

ff 

Feb.  16/70 

1051 

July  2/70 

ff 

Aug.  3/70 

1001 

Sept.  2/70 

ff 

Sept. 28/70 

851 

Nov.  20/70 

ff 

Dec.  28/70 

951 

Jan.  4/71 

•• 

Feb.  1/71 

951 

Jan.  5/71 

" 

Mar.  1/71 

1051 

Mar.  1/71 

" 

Mar.  29/71 

1001 

May  5/71 

If 

June  1971 

901 

June  30/71 

" 

Aug.  9/71 

881 

Sept.  8/71 

If 

Oct.  4/71 

881 

Nov.  12/71 

fl 

Dec.  13/71 

1001 

Dec.  21/71 

If 

Feb.  10/72 

1051 

Feb.  11/71 

•• 

Mar.  6/72 

1101 

June  14/72 

If 

July  17/72 

1001 

Nov.  9/72 

" 

Dec.  11/72 

1101 

Source:  The  Alberta  Broiler  Chicken  Growers'  Markoting  Board. 
unpublished  data.  1973. 
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APPENDIX  G 


IMPACT  OF  AN  INCREASE  OF  $1.0  MILLION 
IN  FINAL  DEMAND  SECTOR 


IN  POULTRY  (BROILER  CHICKEN)  INDUSTRY 

-  -CANADA 

(INPUT-OUTPUT  ANALYSIS)1 


Income  (Household  Sector) 

Wages  and  Salaries 

Supplementary  Labor  Income 

Net  Income  of  Unincorporated  Business 
Investment  Income 

$  797,027 

42,822 
461,154 
134,259 

Total 

$1,435,261 

Activity  (Business  Sector) 

Gross  Production 

Subsidies 

$4,292,962 
42 , 025 

Total 

$4,334,986 

Revenues  (Government  Sector) 

Commodity  Taxes 

Non-Commodity  Taxes 

Government  Goods  and  Services 

Resource  Taxes 

Import  Duties 

Personal  Income  Taxes 

Corporation  Taxes 

Subsidies 

Other  Transfers  from  Households 

$  123,236 

112,372 
4,080 
8,391 
441 
121,036 
89,781 
-42,025 
71,015 

Total 

$  488,328 

Estimates  of  direct,  indirect  and  induced  effects 
obtained  by  constructing  an  Input-Output  table,  based  on 
1966  coefficients  as  used  by  Input-Output  Division,  Statis¬ 
tics  Canada,  Ottawa,  according  to  the  Standard  Industrial 
Class  if icat ion . 
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